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n April 12, 1861, a little band 
‘@) of men in the public service, 
grouped on a tiny island 

known as Fort Sumter, lying in the 
beautiful harbor of Charleston, South 
Carolina, figured in an immortal epi- 
sode of history when they gallantly 
replied to the opening guns of an at- 
tack that was launched against them 
from the forts across the bay, and 
thereby entered upon a conflict that 
shook the nation to its foundations. 
By a curious, not to say dramatic 
coincidence, seventy years later—on 
November 12, 1930, to be specific— 
another little band of men, also in the 


public service and this time composed 
of public service commissioners from 
nearly every state in the Union, 
grouped on the same little island in the 
course of the entertainment program 
provided for them by the good citizens 
of Charleston, during the convention 
of the National Association of Rail- 
road and Utilities Commissioners, on 
the very day that a political attack was 
launched upon the system of public 
utility regulation which these commis- 
sioners represent. 

A new campaign against the present 
system of state regulation by commis- 
sions has begun. 
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HE foundations for this present 

campaign were laid by some of 
the state elections of November 4th, 
which swept into public office men 
who are ranked among the most out- 
spoken critics of state regulation, in- 
cluding several of the more radical 
group who have aligned themselves 
frankly with the advocates of govern- 
ment ownership and operation on the 
strength of their assertion that “state 
regulation has fallen down.” 

That the election of most, if not all 
of these candidates to public office, 
may, upon careful analysis, properly 
sbe attributed to other factors—such as 
the wet and dry issue, the unemploy- 
ment situation, as well as to local 


political. considerations—than to their 


economic principles and theories, is 
beyond reasonable doubt. Yet the 
mere fact of the election of these men 
has furnished sufficient incentive, 
superficial as it may be, to the more 
radically disposed group to launch an 
assault against state commission regu- 
lation on the ground that they are 
acting in accordance with what they 
are quick to construe as a “mandate 
from the people.” 


HE keynote of this campaign was 

fired, significantly enough, by 

Governor Franklin D. Roosevelt of 

«New York, on the very day that the 

state commissioners stood on that 

same historic spot at Fort Sumter that 
came under fire in 1861. 

Asserting that certain groups in the 
United States were seeking to destroy 
the work of the regulatory commis- 
sions and referring to the social con- 
flicts that are raging within the coun- 
try’s borders, Governor Roosevelt 
observed : 
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“Today in this field of war, two 
armies are drawn up—one aiming to 
destroy the present system of regu- 
lation, the other aiming toward the 
development and distribution of 
these utilities at a lower cost for the 
primary good of the great mass of 
the people.” 


N the side of this latter group are 
definitely lined up the state regu- 
latory bodies. That their efforts “to- 
ward the development and distribution 
of these utilities at a lower cost for 
the primary good of the great mass of 
the people,” have been successful is 
amply attested by facts that are readily 
accessible. During the past ten years 
the electric utilities have not only 
undergone an enormous expansion but 
the rates have been steadily declining 


.—and this in the face of the steadily 


rising prices of all other commodities. 
So also have the gas utilities been 
made more readily accessible to the 
people and at lowering costs; if the 
decline in the gas rates during the 
same period has been somewhat less 
than in the electric utilities, the reason 
may be found in the technical prob- 
lems involved in extending the gas 
service to greater numbers of custom- 
ers in territory not heretofore served. 
Only in the field of the street rail- 
ways have rates kept pace with the 
declining value of the dollar, and 
this has been due to factors—among 
which congested traffic and the rise 
of motor vehicle transportation are 
foremost—which are beyond the 
control of regulatory bodies; yet 
even in this field of service the 
transportation facilities have been 
appreciably expanded and made 
more generally available to the 
masses. 































w the side of those who aim to 

“destroy the present system of 
regulation” are lined up those who 
seek to undermine the sovereignty of 
the states by strengthening the force 
of the Federal arm; by extending 
Federal regulatory powers over utili- 
ties operating within the states, in 
usurpation of the authority of the 
state commissions. At least some of 
the proponents of this policy are 
actuated by the desire to weaken, to 
discredit, and finally to replace state 
regulation as a step toward the con- 
centration of regulatory powers in 
Washington and ultimate government 
ownership and operation. 


HE state commissioners are view- 

ing this trend with justified ap- 
prehension. It is both a challenge to 
the efficacy of their work as well as a 
threat to the present system of com- 
mission regulation of which they are 
the exponents. If this drift toward 
Federal regulation is permitted to 
grow unchecked—(and the writer is 
not one of those who believe that 
sound public opinion will allow it to 
attain any menacing proportions)— 
and if Congressional legislation and 
administration of utility regulation is 
to be extended along the lines that are 
now being laid down for it by some 
of our more radically-disposed law- 
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makers, the sovereign powers of the 
states will be further undermined, the 
states themselves will be relegated to 
mere administrative units in the dis- 
pensation of policies that have their 
source in the national Capital at 
Washington, and the state commis- 
sions will be allowed to exercise but 
nominal authority if, indeed, they are 
not, in the course of time, entirely 
abolished. 

The public service commissioners 
are keenly conscious of the character 
and import of the opposition that is 
looming in the path of state regula- 
tion. That they are not minimizing 
its danger is evidenced both by their 
foresight and also of their apprecia- 
tion of the responsibility that “rests 
upon their shoulders. Throughout the 
entire period of the gathering of the 
commissioners in Charleston (a gath- 
ering that included more commis- 
sioners and more commission staff 
members than any of the forty-two 
conventions held in the history of the 
association) a definite and persistent 
note of disapproval was expressed to- 
ward Federal encroachment upon state 
preserves—or as one speaker pictur- 
esquely termed it, of “the camel’s nose 
of Federal control appearing under the 
tent of state authority,” This opinion 
attained such momentum that it was 


not the unanimous consensus of opinion—that no legisla- 


q “It was the general consensus of opinion—if indeed it was 


tion should be enacted to enlarge the jurisdiction of the 
Federal Power Commission at the expense of the state 
authorities. It is the opinion of the state commissioners 
that the existing Federal Power Commission law embodies 
features, which, if stretched to their limits (as is the habit 
of Federal authority) will encroach upon the state domain.” 
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finally set down in written words 
which were submitted to the commis- 
sioners in the form of a resolution, on 
the last day of the convention. The 
resolution read as follows: 


“‘ResotveD, That this association 
is unalterably opposed to any form 
of Federal legislation which proposes 
that enlargement of Federal author- 
ity by the creation of new agencies, 
or the extension of the authority of 
present agencies, whereby the regu- 
latory authority of the state commis- 
sions would be interfered with in 
fields in which they are now ade- 
quately functioning.” 


The resolution was not only the 
first one to be submitted to the com- 
missioners, but it was adopted with- 
out a voice raised in dissent. 

It was, in effect, the gun fired by 
the state commissioners in answer to 
the attack launched against them. 


B uT let us be specific. Let us select 
definite illustrations of just how 
the “camel’s nose of Federal control” 
is appearing under the tent of state 
authority. 

Take the Howell Bill, for example 
—a bill sponsored by a member of 
the Senate who has been an out- 
spoken advocate of government own- 
ership and operation. 

The Howell Bill has become a fac- 
tor to be reckoned with in the con- 
sideration of the “problem of the rail- 
roads.” These carriers are facing a 
most serious economic situation, due 
in part to the character of the regula- 
tion to which they have been subject- 
ed by the Interstate Commerce Com- 
mission, in part to the rapidly-grow- 
ing competition which they are meet- 
ing from the short haul motof bus and 
motor truck; and in part to certain 
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features of the Federal Transporta- 
tion Act of 1920. 

This act, which has often been re- 
ferred to as a “great piece of construc- 
tive legislation,” was apparently de- 
signed on the theory that it would 
insure to all the railroads a fair re- 
turn, by permitting certain groups of 
railroads to earn (if possible), a re- 
turn on the aggregate value of their 
property. If some of the larger rail- 
roads earned more than a fair return, 
the excess of earnings over a fair 
return could be “recaptured” by the 
Interstate Commerce Commission. 
One half of these earnings are to be 
available for loans to the weak rail- 
roads, and one half are to be available 
for surplus, to be retained by the pros- 
perous railroads. 


HE National Association of Rail- 
road and Utilities Commission- 
ers, ever since 1921—a year after the 
Transportation Act was passed—has 
condemned this provision of the law 
(known as Section 15a), as uneco- 
nomic and unsound. The state com- 
missioners believe that the weak rail- 
roads can receive little if any benefit 
from the act, as none of the surplus of 
the prosperous roads, “recaptured” by 
the Interstate Commerce Commission, 
can be turned over to them. They are 
merely allowed to borrow it, at a 
specified rate of interest which may 
not be attractive. Moreover (in the 
opinion of the state commissioners), 
this recapture provision of the law is 
not for the benefit of the shippers, 
some of whom may be overcharged. 
The immediate attention of the 
1930 convention was directed to the 
Howell Bill, which, among other 
things, would modify the recapture 
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To Discredit State Regulation Is One of the Aims 
of the Government Ownership Advocates 


™~ N the side of those who aim to “destroy 
the present system of regulation” are 
lined up those who seek to undermine the sov- 
ereignty of the states by strengthening the 
force of the Federal arm . . . in usurpa- 
tion of the authority of the state commissions. 
At least some of the proponents of this policy 
are actuated by the desire to weaken, to dis- 
credit and finally to replace state regulation as 
a step toward the concentration of regulatory 
powers in Washington and ultimate govern- 





ment ownership and operation.” 





provisions of the original 1920 law 
in an important respect. 

Under the present law, if any rail- 
road receives in any one year a net 
operating income in excess of 6 per 
cent of the value of its used and use- 
ful property, one half of this excess 
is “recaptured” and paid to the Inter- 
state Commerce Commission. The 
Howell Bill makes the recapture 
period two years instead of one, but 
provides that all of the excess income 
on a specified rate base, rather than 
on value, shall be held in trust, one 
half for the United States, and one 
half for the security holders of the 
railroad. 


S° far as the part of the fund to be 
held for the United States is con- 
cerned, the Howell Bill provides that 
this sum shall be expended with the 
approval of the Interstate Commerce 
Commission, not in loans to weak 
railroads as provided by the present 
law, but in extensions and betterments 
that are not to be included in the rate 
base of the individual railroads, or in 
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the “aggregate rate base” of the group 
of railroads for which rates are made. 

Just what does this mean? 

It means that the Federal Govern- 
ment will slowly, and subtly acquire 
ownership of the more successful rail- 
roads, and will pay for them out of 
the recaptured earnings of the rail- 
roads themselves. As John E. Ben- 
ton, general solicitor of the associa- 
tion, has aptly expressed it: 

“Many members of the association 
will particularly oppose the bill be- 
cause it will operate to give the gov- 
ernment partial ownership of those 
railroads which earn recapturable ex- 
cess. While this ownership will be 
small at first it will be a constantly 
increasing interest, and will naturally 
be in those roads which are most fav- 
orably located with respect to opera- 
tion and traffic. If this interest be- 
comes large, it may be used as an 
argument in favor of complete owner- 
ship in all roads.” 

To this method of intrusion of the 
camel’s nose of Federal control under 
the tent of state authority the state 
commissioners take exception. 
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In the formal resolutions adopted 
by the convention, the commissioners 
reaffirmed their contention that Sec- 
tion 15a should be repealed, and they 
specifically opposed the recapture 
provisions of the Howell Bill. 


GAIN, take the case of railroad 

consolidation. Honorable Charles 
Webster, the retiring president of the 
National Association of Railroad and 
Utilities Commissioners, stressed the 
significance of this problem in his 
address to the Charleston convention 
when he observed: 


“We cannot but view with appre- 
hension the decline in freight and 
passenger earnings of the carriers 
and their effort to recoup these losses 
by increases in rates and retrench- 
ment in expenditures by the closing 
of shops, of small stations, the with- 
drawal of train service, all of which 
means the discharge of thousands of 
men who have given their life work 
to railroading. This not only affects 
the employees directly, but the pub- 
lic as a whole. The carriers are in 
a much different position now than a 
few years ago, as they have strong 
competition in the trucks and busses.” 


It may be remembered that it was 
in the field of railroad regulation that 
the “camel’s nose of Federal control” 
first appeared. Successive encroach- 
ments on this field by the Interstate 
Commerce Commission have left but 
a vestige of state suthority over rail 
carriers. Now wholesale consolida- 
tions are contemplated under the force 
of orders of the Interstate Commerce 
Commission, approving consolidations 
of railroads into a few leading groups. 

How will this step—if taken—af- 
fect the remnant of state control? 

Aside from the economic defects of 
such consolidations which are effected 


by compulsion and which do not come 
as the natural result of conditions and 
circumstances, the Association’s com- 
mittee on railroad consolidation pro- 
fessed to see in the proposed Federal 
program a strong centralizing process 
within the corporate structures of our 
railroads that is just as adverse to 
local public interest as Federal regula- 
tion is to local state regulation. 

In other words, compulsory con- 
solidation will be to railroad manage- 
ment what Federal control is to state 
control. 


 pperenparse John McCardle, Chair- 
man of the public service com- 
mission of Indiana, reporting for this 
committee, said: 


“One of the unfortunate effects of 
a consolidation is to remove the man 
charged with the operations of the 
railroad farther away from immedi- 
ate contact with its patrons, and be- 
cause of this condition the mainte- 
nance of cordial relations becomes in- 
creasingly difficult. Shippers and 
patrons of the railroad are coerced to 
discuss their problems and difficul- 
ties with subordinates, who relay the 
information to their superior, who 
alone has the authority to make de- 
cisions. This proves to be very un- 
satisfactory from the shipper’s stand- 
point. His relations with the rail- 
road grow more and more distant 
and less and less cordial.” 


A bit later in his report, Commis- 
sioner McCardle hit the Federal camel 
squarely on the nose when he stated: 


“A considerable portion of our citi- 
zenship fears that Congress, in its 
eagerness to help the railroads, has 
placed a greater emphasis upon the 
financial welfare of the carriers than 
upon the happiness and welfare of 


the people as a whole. There 
is no question but what the sovereign 
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rights of the individual states should 
be protected against the encroach- 
ment of Federal authority. It would 
appear that, so far as transportation 
conditions are concerned, the state 
regulatory bodies are the proper 
agencies to oppose such encroach- 
ment.” 


Back of all this discussion of rail 
consolidation lurks, of course, the 
fear that this centralizing process is 
but the preliminary step to United 
States operation of the railroads. 
Commissioner Charles Webster stated 
his fears, which are shared by many 
others, that rail mergers might ulti- 
mately lead to government ownership, 
“which,” (he added) “no man who 
did business during government oper- 
ation again desires.” 


B uT the conflict between state regu- 
lation and Federal regulation 
does not confine itself to the railroads. 
There is a conflict between Washing- 
ton and Main street as to whether the 
Interstate Commerce Commission or 
the state commissions have authority 
over such matters as construction, 
abandonment, and security issues of 
the electric railways. That the state 
commissioners sense this conflict was 
evidenced when they passed a resolu- 
tion asking Congress to amend the 
Interstate Commerce Act so as to elim- 
inate the jurisdictional confusion that 
now exists and to dissolve these am- 
biguities in favor of state control. 


e 


lation does not confine itself to the railroads. 


PUBLIC UTILITIES FORTNIGHTLY 


In the resolution which expressed 
the attitude of the state commission- 
ers toward the extension of Federal 
powers into the states, it was specific- 
ally stated that such extension was 
opposed only in those instances when 
“the regulatory authority of the state 
commissions would be interfered with 
in fields in which they are now ade- 
quately functioning.” 

In certain situations, where the fail- 
ure of Congress to exercise the ex- 
clusive jurisdiction of the United 
States over interstate operations has 
resulted in a loophole through which 
state regulation is being evaded, the 
state commissioners have long sought 
Federal legislation, but it has sought 
Federal regulation that is supplemen- 
tary to and not a duplicate of Federal 
control. Federal regulation, they be- 
lieve, should be the handmaiden and 
not the rival of state regulation. 

The control of the interstate motor 
carrier presents just such a situation. 


A far back as 1925, the state com- 
missioners, in convention as- 
sembled, petitioned Congress to pass 
laws for the regulation of the inter- 
state bus. During that five years 
more than a dozen bills were intro- 
duced in Congress. The commis- 
sioners’ committee on legislation lent 
support to four of these measures. 
There were the Cummins Bill and the 
Watson Bill in the Senate, the Parker 


There is a 


q “THE conflict between state regulation and Federal regu- 


conflict between Washington and Main street as to whether 
the Interstate Commerce Commission or the state commis- 
sions have authority over such matters as construction, 
abandonment and security issues of the electric railways.” 
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Bill in the House, and the Parker- 
Couzens Bill which is now before Con- 
gress and came near to enactment dur- 
ing the early 1930 session. Honorable 
A. R. McDonald of Wisconsin, chair- 
man of this committee, waged a 
valiant fight before House and Senate 
Committees to prevent the intrusion 
of certain suggested amendments into 
the Parker-Couzens Bill. 

The Charleston convention resolved 
to support the Parker Bill but re- 
frained from approving certain pro- 
posed amendments, which it was felt 
might jeopardize state powers of 
regulation within the motor bus field. 
But even here the menace of centrali- 
zation is present—although the Parker 
Bill was recommitted for future con- 
sideration to the committee on Inter- 
state Commerce by a vote of the Sen- 
ate on December 4th, and may not 
come up again during the present 
session. 


uT however dangerous the men- 
ace of Federal regulation may be 
to state authority in the field of trans- 
portation utilities, the danger of con- 
gressional legislation to supersede the 
work of the state commissions in the 
field of interstate gas and electric 
transmission appears at present far 
more imminent. 

On January 28, 1930, Senator 
James Couzens of Michigan, intro- 
duced Senate Bill No. 3869 for the 
regulation of interstate power opera- 
tions through the nominal agency of 
the Federal Power Commission. This 
measure embodies some provisions 
that may possibly aid the state com- 
missions in their efforts to regulate 
local subsidiaries. 

But some of these provisions give 
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to the Federal Power Commission 
broad powers over the rates and serv- 
ice of electric utilities that operate in 
interstate commerce. 

True, these powers are to be exer- 
cised in the first instance by joint 
boards composed of representatives 
which may be nominated by state com- 
missions, but the “camel’s nose” 
enters with the provision that final 
power will rest with the Federal Pow- 
er Commission which sits in the Na- 
tion’s Capital. 

Senator Couzens, in an exclusive 
interview published in Pusiic UTILI- 
TIES FORTNIGHTLY, gave the impres- 
sion that his bill will make it possible 
for the actual interstate regulation to 
be done by the state commissioners 
themselves acting jointly under a mere 
Federal title in order to satisfy con- 
stitutional requirements. But it is the 
opinion of the majority of the state 
commissioners that these Federal 
powers would disable the state com- 
missions and prevent them from regu- 
lating local rates and service. 

The Association at its convention 
in Glacier Park, Montana, in 1929, 
declared itself “unalterably opposed” 
to any enlargement of Federal author- 
ity to the exclusion of existing state 
jurisdiction. 


I’ will be recalled that President 
Hoover, in his message to Con- 
gress in December, 1929, pointed out 
that 90 per cent of all power generat- 
ed and distributed is intrastate in char- 
acter and subject to regulatory sys- 
tems set up by the state; the President 
expressed his opinion that this exer- 
cise of state authority should not be 
intruded upon by Federal action, but 
that Congress should confine itself to 
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Federal Regulation Should Not Be Further Extended 
into the Field of Telephone Operation 


ss Federal regulatory authority 
over telephone and telegraph com- 


panies is now vested in the Interstate Com- 
merce Commission, the state commissions are 
not at all convinced that the Federal powers 
over telegraph and telephone companies should 
be increased in the manner proposed in the re- 
drafted Couzens’ Bill. The state commissions, 
at the hearing before the Senate Committee on 
Interstate Commerce in February 1930, demon- 
strated beyond any reasonable doubt that no 
public interest, necessity or convenience, de- 





manded an extension of Federal control in 


the field of telephone operation.” 





situations beyond control of the states 
requiring regulation. 

The state commissioners expect the 
administration to live up to those 
pledges. They expect that any Fed- 
eral interference with the authority 
which is now being exercised by the 
several states, whether in the form of 
the Couzens interstate power bill or 
any other proposed legislation, will 
not be permitted to become law. The 
Charleston convention resolved to 
continue its opposition to such con- 
gressional action. 

Most of the commissioners un- 
doubtedly agree with their general 
solicitor, Mr. John E. Benton, that the 
Couzens power bill is not of itself ob- 
jectionable if the two clauses which 
might be construed against authority 
of the state commissions are so re- 
drafted as clearly to resolve all doubts 
in favor of the commissions. 


4 what extent, if any, the Federal 
Government should be called 
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upon to aid in the regulation of inter- 
state natural gas operation caused 
some conflict among the commission- 
ers themselves. Some of the commis- 
sioners believe that Federal action in 
this field is unnecessary, that the exist- 
ing power of the state commissions is 
sufficient to dispense regulatory jus- 
tice. On the other hand, some believe 
that supplemental Federal legislation 
is necessary to patch up the loose ends 
of state regulation and make the latter 
more effective, with strict regard, of 
course, to the jurisdictional privileges 
which are now exercised by state 
bodies. 

The views of the first group were 
set forth by Major Alexander For- 
ward, formerly chairman of the State 
Corporation Commission of Virginia 
and now managing director of the 
American Gas Association; in his ad- 
dress at Charleston, he pointed out 
what he believed to be adequate exist- 
ing powers of the commissions for 
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the protection of the public in regulat- 
ing the rates of gas companies using 
+ supply shipped in interstate com- 
werce. He observed: 


“I cannot but believe that the es- 
tablishment of such jurisdiction in 
a Federal bureau must necessarily to 
a great degree curtail and hamper the 
jurisdiction which the various state 
commissions, the local bodies, now 
exercise and are much better fitted to 
exercise than any Federal body. It 
is my opinion that even local juris- 
diction and the matter of local rates 
will be affected the moment that the 
Federal Government begins to control 
the price in interstate commerce of 
natural gas. The establishment of 
such Federal jurisdiction is one more 
step toward national control of local 
matters. If in general, when the state 
commissions, the local bodies, are 
fixing their rates to local consumers, 
their jurisdiction must in all cases be 
immediately thrown back upon the 
question of the price for transmitted 
natural gas, which price is dependent 
upon the act of some Federal com- 
mission or body, will it not be a fact 
that the jurisdiction of the local body, 
will necessarily be deferred until the 
gate rate has been fixed at Washing- 
ton? Furthermore, any rate fixed 
either by the Interstate Commerce 
Commission or some other regulatory 
body-will, if the matter has become 
one of serious contention, be appealed 
to the courts, and while it rests with 
the courts for determination the local 
state commission will be delayed in 
exercising their important jurisdic- 
tion.” 
HE committee on service of pub- 
lic utility companies, headed by 
Honorable Thomas E. McKay of the 
public utilities commission of Utah, 
filed a report which originally con- 
tained a passage that bore out Major 
Forward’s ideas; it pointed out the 
growth and extension of natural gas 
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transmission and distribution in the 
United States during the last two 
years and added: 

“Of course, much of the gas thus 
being transported is being carried in 
interstate commerce, and because of 
this additional service being involved 
in interstate commerce, it may be 
argued by the proponents of Federal 
bureaucracy that it is an additional 
reason for Federal regulation of all 
utility service. The fact is, however, 
that the various state commissions are 
quite alive to the proper regulations 
of this service, as well as the others 
which involve transportation of their 
product in interstate commerce, and 
all are very confident that proper, 
adequate regulation can be had 
through state commissions.” 


The views of the opposing group 
were set forth by Commissioner 
Frank Morgan of Alabama, who told 
the convention that he considered the 
need for supplementary Federal regu- 
lation for natural gas more pressing 
than the need for such laws in the 
field of electric power. 

Although he was reporting for the 
committee on interstate rates, Com- 
missioner Morgan’s views were shared 
by some of the other commissioners, 
notably those from Kansas, who men- 
tioned the difficulty of regulating local 
gas rates in cases where the whole- 
sale supply was bought by distributing 
gas utilities from interstate pipe line 
carriers. 

As a result of this objection, the 
section of the original report of the 
service committee here quoted was 
changed by the committee itself at a 
special meeting; the amended lan- 
guage is as follows: 

“Since the state has no control over 


the price at which the pipe line com- 
pany sells the gas to the distributing 
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exercise the exclusive jurisdiction of the United States over 


q “In certain situations, where the failure of Congress to 


interstate operations has resulted in a loophole through 
which state regulation is being evaded, the state commis- 
sioners have long sought Federal legislation, but it has 
sought Federal regulation that ts supplementary and not a 


duplicate of Federal control.” 


e 


companies, this association urges 
Congress to enact appropriate legisla- 
tion’ for the regulation of such 
prices.” 


Regardless of this difference of 
opinion, however, both sides agree 
that Federal action should be strictly 
limited to the task of covering only 
that portion of the regulatory field 
which is beyond the control of the 
states. 


A to thrust the camel’s 
nose of Federal regulation under 
the tent of state regulation of the 
communication utilities have, tempo- 
rarily at least, been allowed to rest. 
Telephone regulation is threatened by 
complete Federal domination in the 
Communications Bill proposed by 
Senator Couzens in 1928. 

Mr. John E. Benton, reporting for 
the general solicitor’s office, told the 
state commissioners at Charleston 
that the opposition from the state 
commissioners and other sources had 
been so formidable that the senate 
committee on interstate commerce had 
not yet made a report on the bill, and 
that Senator Couzens is now attempt- 
ing to carry through a very different 
legislative program. As redrafted, 
the bill is proposed to extend only to 
radio, telephone and telegraph com- 
panies, and will avoid invasion of the 
field of electric power and light regu- 
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lation in which the state commissions 
are now adequately functioning. 
While: Federal regulatory authority 
over telephone and telegraph com- 
panies is now vested in the Interstate 
Commerce Commission, the state com- 
missions are not at all convinced that 
the Federal powers over telegraph and 
telephone companies should be in- 
creased in the manner proposed in the 
redrafted Couzens’ Bill. The state 
commissions, at the hearing before 
the Senate Committee on Interstate 
Commerce in February 1930, demon- 
strated beyond any reasonable doubt 
that no public interest, necessity or 
convenience, demanded an extension 
of Federal control in the field of tele- 
phone operation. The utter lack of 
such necessity is best shown by the 
reports made by the Interstate Com- 
merce Commission on this subject to 
the various congressional committees 
which have given it consideration. 
The sentiment of the state commis- 
sioners is in strong opposition to any 
feature of the redrafted Communica- 
tions Bill which would circumscribe 
or interfere with the efficient work of 
state commissions in regulating tele- 
phone rates and service. 

While the question of the proposed 
Federal Power Commission legisla- 
tion was only incidentally touched 
upon by the state commissioners on 
the floor of the convention at Charles- 
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The Commissioners Expect the Government to Maintain 
Its Pledge to Preserve State Regulation 





“eet Hoover, in his message to 
Congress in December, 1929, pointed out 
that 90 per cent of all power generated and 
distributed is intrastate in character and sub- 
ject to regulatory systems set up by the state; 
the President expressed his opinion that this 
exercise of state authority should not be in- 
truded upon by Federal action, but that Con-~ 
gress should confine itself to situations beyond 
control of the states requiring regulation. 
“The state commissioners expect the admin-~ 


istration to live up to those pledges.” 





ton, nevertheless it was extensively 
discussed in committee. It was the 
general consensus of opinion—if in- 
deed it was not the unanimous con- 
sensus of opinion—that no legislation 
should be enacted to enlarge the juris- 
diction of the Federal Power Com- 
mission at the expense of the state 
authorities. It is the opinion of the 
state commissioners that the existing 
Federal Power Commission Law em- 
bodies features, which, if stretched 
to their limits (as is the habit of Fed- 
eral authority) will encroach upon the 
state domain. These features, the 
cbmmissions believe, should not be 
enlarged to the point that will bring 
them into greater conflict with or 
usurp the functions of the state regu- 
tatory bodies. 


ee or not holding com- 
panies could be held in adequate 
control by the state commissions, 
without the aid of even supplementary 
Federal interference, was another sub- 
ject on which the views of the com- 
missioners were divided. 
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The report of the intercorporate re- 
lations committee, however, headed 
by Honorable John F. Shaughnessy, 
chairman of the public service com- 
mission of Nevada, stated that ade. 
quate power now resides in the state 
and Federal commissions to protect 
the public in rates and service against 
abuses resulting from intercorporate 
affiliations of utility companies. The 
committee reported that the light of 
publicity itself shed by the hearings of 
the Federal Trade Commission and 
unofficial agencies is a great corrective 
for any intercorporate abuse, and it 
felt that the holding company situa- 
tion was better than when it had re- 
ported a year before; further, it inti- 
mated that additional legislation by 
the Federal Government is now un- 
necessary. Utilities were urged to 
submit to existing regulatory efforts 
affecting their corporate structures 
and to avoid  supercentralization 
through consolidation with its attend- 
ant dangers—not the least of which 
is government ownership. 
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w the matter of air transportation 

the opinions of the state commis- 
sioners seem to be in accord. This 
new utility service the commissioners 
are apparently willing to leave to its 
fate, like a foundling, on the steps of 
Federal regulation. 

The special committee on air trans- 
portation, headed by Commissioner 
Fay Harding of North Dakota, stated 
in its report: 

“If railroad operation is by its 
nature a form of transportation re- 
quiring interstate regulation, then air 
transportation, by virtue of its greater 
speed and other characteristics, is 
certainly more so.” 

The respective fields for the exer- 
cise of state and Federal powers are 
clearly defined in this report; no con- 
flict of authority should ensue. The 
Federal Government should have 
supervision of interstate operations 
while the state commissions should 
have equal authority over operations 
of all aircraft within state boundaries. 

Aviation, because of its inherent 
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character, is the one utility service 
that is free from the jurisdictional 
conflict that mars the regulation of 
other forms of transportation. 

Will it follow the course of the rail- 
roads? 


% o~ attacks on state regulation by 
those who are seeking to dis- 
credit it as a step toward the substitu- 
tion of Federal regulation, have be- 
gun. 

The state commissions are not un- 
mindful either of the political motives 
of these attacks, nor of their objec- 
tives. During the ensuing months it 
may be reasonably expected that what 
may aptly be termed “the raid of the 
radicals on state regulation” will be 
pursued with widely-exploited vigor. 

And some of the radical group have | 
already prophesied the centralization 
in Washington of regulatory powers 
is but one step—perhaps the most im- 
portant step—toward government 
operation and eventual government 
ownership. 





The Early Costs of Street Railways 


I* these days of modern high-power electrical equipment and luxuri- 
ous street cars, the expenses of operating the early horse-car lines 
come as a bit of a shock. Here, for instance, is an expense sheet 
from the minutes of a meeting of the Fort Madison, Iowa, Street Rail- 
way Company—back in 1884, the year when the electrically operated 


street car made its debut: 
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What Federal Regulation 


Is Doing to the Railroads 


The trend toward the centralization of regulatory 
authority in Washington, at the expense of the 
authority of the states, is focusing attention upon 
what is likely to happen to the other forms of 
public utilities if they also pass under Federal con- 
trol. The following article is notably significant 
because it reflects the viewpoint of an Interstate 
Commerce Commissioner. 


By HERBERT COREY 


r \weE other day I took luncheon 
with a member of the Interstate 
Commerce Commission. This 

is about the most important commis- 
sion there is. It has the rights of 
high, middle, and low justice over the 
railroads. Whatever happens to the 
railroads affects every one of us. 

“What will be the upshot of all this 
regulating activity?” I asked. 

This is not a verbatim report of the 
conversation but it is accurate. 

“Oh, I don’t know” he said wear- 
ily. “Government ownership, per- 
haps. Maybe some vast, overshadow- 
ing control over all forms of trans- 
portation. Over them like a tent.” 

The commissioner groaned. 

No man dislikes the thought of 
government ownership more than he 
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does. It looks like Sovietism and 
Communism and bright red ruin to 
him. He quoted some figures he had 
just read that every tenth man in this 
country is drawing pay for helping 
to govern nine of us. He said that 
the more ways are discovered in 
which we can be governed the more 
bureaucrats there will be. They multi- 
ply like guinea pigs. Not like old 
fashioned guinea pigs, but like the 
vicious modern pig who drinks cock- 
tails and sneers at his poor old mother. 

“What can be done to head off 
these results?” I asked. The com- 
missioner did not think that anything 
can be done. “This whole situation 
had its origin in too much regulation” 
I said. 

The commissioner agreed that if 
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there had been no regulation there 
would now be a different situation. 
But he pointed out that we cannot 
stop regulating: 

“There must and will be more regu- 
lation” he said firmly. 


i I am wholly wrong in my 
reading of the facts the regulat- 
ing of the railroads has almost ruined 
them. I am one of the unfortunate 
literals who adds two to two and gets 
four and not a cherry pie. The well 
meant, starry-eyed, who love regula- 
tion of the railroads have lessened the 
financial stability of the carriers and 
cramped their operations and kept 
them from meeting competition with 
competition. They have been tied to 
stakes while the nation has subsidized 
the truck and bus and boatlines that 
have been raising merry hell with 
them. 

The next step is to regulate the 
trucks and boats and busses. May 
God help them! 

Obviously the Interstate Commerce 
Commission will not stop regulating 
the rails. It could not if it would. 
Regulation and interference and cen- 
tralization seems to be of the spirit 
of the times. 

The only thing the Interstate Com- 
merce Commission can do is to ask 
for power to regulate their rivals. 

And if that isn’t a step toward a 
governmental control that may end 
in government ownership then those 
of us who think that way are a set 
of pessimists with limestone livers. 
The fact that we had government con- 
trol of the rails once and made a 
gorgeous mess of it will not deter us, 
for the new control will grow on us 
gradually. Presently some _ super- 
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McAdoo will be wearing a gilt crown 
and issuing pink slips to govern the 
rates and movements of every freight 
and passenger-carrying device from 
the pipeline to the air gondola. 

Let us have the argument. 


N° one questions that the railroads 
should be subject to some form 
of control. Every one of us should be 
subject to some control, from the in- 
nocent immigrant who wants to raise 
a pig on his city lot to a white- 
whiskered bank president. The rail- 
roads once ran hog-wild, They re- 
bated and cheated and cut rates and 
so delivered themselves into the hands 
of the regulators. But a control 
through the laws and the courts and 
interference with the operation of 
their properties are two different 
things. Nowadays the Interstate 
Commerce Commission is running the 
roads. Any railroad president who 
kids himself that he is the boss of his 
road should call for an icepack. The 
head of one of the great systems once 
said to a friend of mine: 

“T have been listing the things for 
which I am held responsible as presi- 
dent. I find that for ninety-three 
things out of the hundred I must get 
some outsider’s permission.” 


HE Interstate Commerce Com- 

mission makes the rates and the 
roads have to take them. Competi- 
tion may be the life of trade but it is 
poison ivy to the Interstate Commerce 
Commission. It is a fair assumption 
—and fair or not it is my assumption 
—that no boat on the inland water- 
ways could make enough money in a 
year to buy the captain’s baby a new 
dress if it were not for the help of 
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The Real Agency that Is Running the Railroads 


Commerce 

Commission is running the roads. 
Any railroad president who kids himself that 
he is the boss of his road should call for an 


ce owapDaAys the Interstate 
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icepack. 





The head of one of the great sys- 
tems once said to a friend of mine: 


““T have been listing the things for which 


I am held responsible as president. 
for ninety-three things out of a hundred I 
must get some outsider’s permission. 


I find that 
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the government. The government 
dredges the channels and canalizes the 
rivers for the barges and steamers. 
Then the Interstate Commerce Com- 
mission says to the railroads: 

“You must help feed them with 
your freight.” 

All this regulating has been done, 
mind you, in that spirit of loving- 
kindness that has ruined so many 
lives. Americans went sweet a couple 
of decades ago. They were urged on 
by a good deal of yawp in high places, 
of course, but that hardly minimizes 
their responsibility. They got so 
goofy about loving their neighbors 
as themselves that they forgot the 
neighbors might not love back. The 
authority under which the Interstate 
Commerce Commission is acting was 
granted by Congress in the sincere be- 
lief that the greatest good of the 
greatest number was being thereby 
promoted. No one can have known 


any past or present interstate com- 
merce commissioner without believing 
in his own belief in his task. The 
railroads have been regulated as un- 
selfishly and patriotically and lovingly 
as is humanly possible. 
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What has been the result? 
They have been near ruined. 


| is at least arguable that if the 
roads had not been regulated, but 
had been permitted to go on in the 
old-fashioned competitive way, only 
being restrained when they resorted 
to mayhem or larceny from the per- 
son, they would be at least as prosper- 
ous as they are today. The theory 
that for a time they flourished because 
of regulation seems to me simply silly. 
They made money because they were 
doing the heavy hauling for a country 
in which the railroad freight business 
doubled each decade. 

If they had not been regulated, they 
would be in a position to fight back 
against their new rivals. 

At present they are handcuffed and 
brass-booted. 

Seven of the past ten years have 
been the most prosperous in the his- 
tory of the country. Industry and 
commerce had gotten their feet on the 
ground again after the overturnings 
caused by the war. Lost time was to 
be made up. Europe very kindly 
stood aside for us during a part of the 



























period. There was a flood of profits 
and work. What happened to the 
railroads during that decade? 

They barely held their own in 
freight carrying. 

No more than that. 

In the tenth year of the decade they 
are carrying no more freight than in 
the first year. 

They lost one third of their pas- 
senger carrying business. In 1929 
they were paid $429,000,000 less for 
carrying people than in 1920. 

In that ten years they paid $117,- 
000,000 more in taxes. Note the 
word “more.” 

They were able to keep on operat- 
ing because they found means of sav- 
ing $1,000,400,000 in operating costs. 
But in 1928 there were 377,000 fewer 
men on railroad pay than in 1920. 
That is, perhaps, one of the factors 
that helped to bring about the unem- 
ployment troubles we are enjoying to- 
day. A government commission 
which could put 377,000 men at work 
tomorrow would be immortalized in 
bronze. It is frightening to think of 
what the elimination of 377,000 men 
from the payrolls may have meant, or 
what it would mean today if they 
could be restored to their jobs. 


8 ees railroads did not want to 
discharge these men, of course. 
The railroads, naturally and certainly, 
would have preferred so to increase 
their business, as the other businesses 
of the country were being increased, 
that they could have kept the 377,000 
on their rolls and added other 
thousands. But they could not afford 
to do it. They have lost too much 


‘ business. Their rates have been too 


frequently tampered with. Only a 
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little while ago the Interstate Com- 
merce Commission donated $15,000,- 
000 of the railroads’ money to the 
suffering farmer through decreased 
revenues for carrying wheat. Perhaps 
the railroads did not want to pay over 
$15,000,000. What of it? They are 
being regulated. 

The Interstate Commerce Commis- 
sion has ruled that a railroad should 
be permitted to make 53 per cent on 
its valuation. 

The first eight months of 1930 
show that the Class I roads earned at 
the rate of less than four per cent 
per annum. The Class I roads, mark 
you. The topnotch, big, lusty giants 
among railroads. The lesser roads are 
earning all the way down to deficits. 
The investors of this and other coun- 
tries have absorbed twenty four bil- 
lion dollars in railroad stocks and 
bonds. They are being told by such 
eminent railroad men as Willard of 
the Baltimore & Ohio and Storey of 
the Santa Fe that the railroads today : 

“Cannot afford to make the replace- 
ments and repairs essential to satis- 
factory and economical operation: 

“Must not be expected to spend 
more money in additions to systems 
that are already unprofitable.” 


HAT will the owners of the 
twenty-four billion dollars of 
stocks and bonds think of that? I 
know one great insutance company, 
which has more than half a billion 
dollars worth -of securities in its 
vaults, is seriously fretted by the sit- 
uation. Another great insurance 
company is turning from American 
railroad securities to other forms of 
investment. 
What was the basic reason for 











this unsatisfactory state of affairs? 
' Regulation. Make anything else of 
it if you can. Regulation. Being 
sweet to every one but the roads. 

Now the outlook is that the other 
transportation agencies will be regu- 
lated. Some juice must be drawn 
from the veins of the pipe-laying and 
air and water-waying and road-run- 
‘ning rivals to feed into the arid veins 
of the railroads. The alternative is 
to reduce these other rivals to that 
same state of pale ill health in which 
the railroads now find themselves. 

How happy we will all be when that 
Great Day comes! 


JERE is one sample of what the 

Interstate Commerce Commis- 

sion has done for the railroads. My 
friend the commissioner said that: 

“The commission has saved 50,000 
miles of weak and short roads to the 
railroad systems by permitting unifi- 
cations and consolidations.” 

That is just as though the surgeon 
had said: 

“Thank heaven, patient, I have 
saved that fine cancer.” . 

Before we Americans grew so soft 
business was ruled by the ordinary 
laws of trade. When McGillicuddy 
saw that Park avenue was growing 
too high-hat for him he pulled down 
the blinds for good. If there had been 
a commission, he could not have done 
that. The commission would have 
said: 

“Sorry, Cornelius. But there are 
some poor folk around the corner who 
simply dote on pigs knuckles and beer. 
You’ have to keep open. Its tough 


on you, Cornelius, but you know how 


we are. 
kind.” 


We are determined to be 
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If a branch line ran out of business 
under the competitive plan, it shut up 
shop. Nowadays it must be operated 
anyhow. Most generally, at least. 
The Interstate Commerce Commission 
permits the abandonment of approxi- 
mately 1,000 miles a year, but it has 
closed the fingers of the railroads firm- 
ly upon the other 50,000 miles. I 
would like to know just how much 
that lovely gesture has cost the rail- 
roads of the country. Even a branch 
line costs money to run. 

And why have the branch lines run 
out of business in this decade of grow- 
ing riches? 

Because, among other things, the 
motor trucks and busses are hauling 
an increasingly larger share of freight 
and passenger business. 

In face of that fact—a fact as full 
of menace to the railroads as a copper- 
head is filled with malice—the Inter- 
state Commerce Commission not long 
ago ordered a railroad to build a 
branch line through a practically un- 
populated country at a cost of $12,- 
000,000. The road does not want to 
build that line. It so desperately does 
not want to build it that it is fighting 
the order in the courts. But the In- 
terstate Commerce Commission had 
the authority to order that road built, 
and if the courts happen to be equally 
high-minded the poor road must build. 


| gegen what is the menace to the 
railroads in the truck, bus, and 
boat competition ? 

It is a double barrelled one. 

In the first place, the railroads are 
so regulated that they cannot make 
their own rates. They cannot fight 
competition with competition. The 
vice president of one road told of the 
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Will the Regulation of the Rail Carriers Be Decreased— 
or the Regulation of Its Rivals Be Increased? 


« A NOTHER great insurance company is turn- 
ing from American railroad securities to 
other forms of investment. What is the reason 


for this unsatisfactory state of affairs? Regula- 


tion. , 


“Now the outlook is that the other transporta- 
tion agencies will be regulated. Some juice must 
be drawn from the veins of the pipe-laying and 
air and water-waying and road-running rivals to 
feed into the arid veins of the railroads. The 





alternative is to reduce these other rivals to that 
same state of pale ill health in which the railroads 


now find themselves.” 





plight in which it is today. Not long 
ago its future seemed prosperous. 
Money was spent freely for rails and 
terminals and engines and cars. The 
road was solvent and growing. Its 
management was developing the coun- 
try it penetrated just as Ed Harriman 
and Jim Hill helped in the develop- 
ment of the west. People came in; 
cities sprang up; industries were 
located. 

Then the trucks and busses on the 
one side and the coastal steamers on 
the other began to bite into that busi- 
ness. Today these competitors have 
practically eighty per cent of the 
profitable freight business, which 
would have accrued to that road under 
the original conditions. 

“We are actually hauling only nine 
items of freight now” he said, “and 
they are the nine items which are 
too heavy and bulky and unpleas- 
ant for the trucks and boats to take. 
We are going in the red deeper each 
year.” 
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RAILROAD is a common carrier. 
It must take whatever is offered 
at rates fixed by the Interstate Com- 
merce Commission. If a truck owner 
does not want to carry a cargo of 
sheep manure, he refuses it. He is 
not operating a common carrier. No 
one can do anything about it. If a 
steamer captain wants to make a rate 
that cuts the gizzard out of the rates 
the railroad can afford to make, he 
makes that rate. There is no one to 
control him. 

If the railroad had been free to 
fight for its hand in the old-fash- 
ioned way it could have held its own. 
The spectacle might not have been 
a pretty one. Many a salt tear 
might have been shed. But it conld 
have protected itself. The railroads 
used to hold their own. They were 
not all bound round with loving- 
kindness and the Interstate Com- 
merce Commission. Now they are 
told what they can do, The trucks 
and boat owners do what they please. 


























This—presumably—cannot go on. 

Therefore my friend, the interstate 
commerce commissioner, sees as a pos- 
sible and even as a logical next step 
some form of super-control. I am 
only stating the situation as he sees it. 
I did not invent the idea. He did. 


HE other barrel of the truck and 
bus and boat menace is that these 
agencies are subsidized by the states 
and the nation in their fight against 
the railroads. The word “subsidy” 
may be challenged but the reality re- 
mains. Millions of dollars are being 
spent on the rivers and harbors for 
the boat and barge men. Their rights 
of way come to them absolutely free. 
I am not now speaking of the Inland 
Waterways Corporation, owned and 
operated by the government at an an- 
nual cost of millions of dollars for the 
stated purpose of competing with the 
rails, but of the immense project for 
the canalization of the Mississippi and 
its tributaries. No doubt this project 
is in the spirit of the times. But — 
The roads are paying a large share 
of the cost of the subsidy given their 
competitors. 
And they are not permitted to fight 
back for business. 


HE railroads own their own 
rights of way. They pay one 
million dollars a day in taxes on them. 
For the maintenance of these rights 
of way they pay two million dollars a 
day or more. 

A large share of that daily million 
dollars of tax money goes directly to 
the upbuilding of the rivals’ rights of 
way, not to speak of the share of the 
two million daily dollars paid for 
maintenance which gets to the same 


PUBLIC UTILITIES FORTNIGHTLY 





790 





end indirectly. The Department of 
Commerce recently stated that ap- 
proximately four thousand five hun- 
dred barges and one thousand three 
hundred propelled craft are in opera- 
tion, exclusive of the Great Lakes. 
The Denison Act compels the rail car- 
riers to accept the through routes and 
joint rates fixed by the Interstate Com- 
merce Commission. The railroads 
complain that they rarely get their 
rightful share of the rate. 

The subsidy for the trucks and 
busses is relatively greater than for 
the boats. Thousands of miles of new 
roads are being built each year. That 
is all right, of course. We need the 
roads. But another big slice of the 
$3,000,000 spent each day in taxes 
and right of way maintenance by the 
railroads goes toward the building 
and maintenance of these rival rights 
of way. No one pays a penny toward 
the cost of the railroad right of way 
unless he uses the road as passenger 
or freight shipper. Every one of us 
pays something daily to build and 
maintain the rights of way given free 
to the trucks and busses. That is all 
right. No one would have road con- 
struction shorted or slighted. 


B” last year 92,500 busses did 
1,750,000,000 miles over these 
roads and in inter-city traffic alone 
carried 497,000,000 passengers. In 
1929 the railroads did $75,000,000 
less in passenger carrying than in the 
year before. The tenth year of the 
decade found them doing $429,000,- 
000 less for carrying passengers than 
in the first year of the decade. The 
bus operators can make whatever rate 
they wish in competition with the rail- 
roads. Their rates are always cheaper 
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and often very much lower indeed. 
They are not regulated. But not long 
ago a Texas road tried to fight bus 
competition by cutting its passenger 
fare between two points. 

What happened ? 

The motorbus operator went 
whooping to the Interstate Commerce 
Commission for relief. The case has 
not been decided as this is being writ- 
ten, but this much is certain: The 
busmen can cut rates without breaking 
a regulation. The railroads are regu- 
lated. They must be I. C. C.’d and 
passed upon. 


N° one knows how many motor 
trucks are plying over their free 
rights of way in competition with the 
railroads. Literally no one knows. 
A farmer who used to ship his hogs 
to the stockyards now takes them by 
truck. The next day he picks up a 
truckload for a neighbor or two. An 
ambitious youngster buys a truck and 
does a little hauling. Presently he has 
forty trucks and is carrying freight 
300 or 400 miles. The National Auto- 
mobile Chamber of Commerce states 
that in 1929 there were 826,811 trucks 
in operation, but no one has ever at- 
tempted to gather statistics on the 
business they have done in competition 
with the railroads. 

We do know that the railroads 
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have managed to haul in the tenth 
year of this decade no more freight 
than in the first year. That is a re- 
liable approximation. And this was 
the liveliest, handsomest decade in the 
recent history of American business. 
The trucks have even taken away from 
the railroads a large part of the freight 
hauling for the automobile industry, 
the receipts from which at first 
softened the blow to the railroad 
auditors. That is, after all, not the 
point at issue. 


Wm I am trying to hammer in 
is that these busses and trucks 
are operating under no form of regu- 
lation and the railroads are being 
regulated to a fare-you-well. If the 
roads were untied and told to go to it, 
they might, perhaps, fight their way 
free. But no one thinks that such a 
miracle will happen. No one ever 
gave up the privilege of interfering in 
another person’s business. At least 
no one ever did voluntarily. It simply 
is not possible to believe that we will 
ever resign our new national privilege 
of regulating the railroads and gov- 
erning their rates and measures and 
their stops and starts. But it is evi- 
dent that something must be done. 
Somehow or other the railroads 
must be saved. Owners of twenty 
four billion dollars worth of securities 


and the nation in their fight against the railroads. 


q “THE truck and bus and boat are subsidized by the states 


“The railroads own their own rights of way. They pay 
one million dollars a day in taxes on them. 

“A large share of that daily million dollars of tox money 
goes directly to the upbuilding of the rivals’ rights of way, 
not to speak of the share of the two million daily dollars 
paid for maintenance which gets to the same end directly.” 
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might—perhaps—put up a fight 
against their complete de-dollaring. 
I said “perhaps.” In any case there 
are long wheat hauls and pig iron 
transport and coal and guano that 
must be freighted and which the 
trucks and boats do not want. 


HEREFORE—being an essentially 
fair and loving people—the day 
is almost at hand when we will try to 
be fair and loving to the railroads by 
regulating the trucks and busses and 
boats and God help ’em! They will 
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be pink-slipped and I. C. C.’d and 
tariffed and kissed. The old days of 
open competition and fair fighting 
seem definitely ended. From now on 
we shall be increasingly saccharine 
and kind. In the end each of us will 
be working for all the rest of us. In- 
stead of only one man in ten getting 
a government job we will all have one. 
And we will all love one another to 
death. 

We really should take the eagle off 
the coat of arms and substitute a 
nursing bottle. 









How the First Electric Meter Was Devised 


ow Thomas A. Edison was prompted to devise his first electric light meter, 

back in the early days when incandescent lamps were very much of a 
novelty, has recently been told by a contributor to the New York Herald-Tribune. 
Among the first of our citizens to have his private home wired was the doughty 
Cornelius Vanderbilt. 

The service charge for electric lighting in those days was based entirely on the 
number of lamps installed and not in terms of the actual amount of energy con- 
sumed. Mr. Vanderbilt did not think this was fair, and, sending for Mr. Edison, 
he poured forth his woes. The conversation was as follows: 

“T believe that I am being overcharged for the amount of electricity that I use,” 
ventured Mr. Vanderbilt. 

“How so?” asked Mr. Edison. 

“Why, you charge solely on the basis of the number of lamps that I had in- 
stalled and I rarely have more than half of them turned on at any one time. 
Besides, I don’t see how you can tell how many hours I have had any of them 
burning.” 

“Quite so; but suppose I install an apparatus that will tell me how many lamps 
you have used and how long they have been burning?” 

“Impossible,” retorted Mr. Vanderbilt. 

“Well, I’ll make a wager with you,” persisted the young inventor. “TI’ll bet at 
the end of next month I will be able to tell you the number of lamp hours of 
electricity you have used.” 

The wager was made, and Mr. Edison devised the first convenient electric 
light meter, which made use of the deposition of copper on a plate. The plate 
was weighed before the test and then again after the test. The difference in 


weight was determined, and, knowing the electro-chemical equivalent of copper, 
the amount of electrical energy consumed could be accurately calculated. 

Mr. Vanderbilt instructed all of the servants in his house to keep a careful 
check on how long each lamp was burned. He was shocked when he discovered 
that the results were almost identical with Mr. Edison’s. 
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ENJAMIN Franklin was a wise phi- 

losopher. He once aimed a dart 

at a certain type of critic which we have 
all encountered. 

He said there are two sorts of people 
in the world which with equal degrees 
of health and wealth and the other 
comforts of life become the one happy 
and the other miserable. 

This, he declared, arises very much 
from their point of view. It is the 
unhappy tendency for some to dwell 
only on what they find to be bad in life 
and, therefore, never look upon that 
which is good. They see only the de- 
fects and never the fine features of the 
human countenance. 

His comment on this class of persons 
is not very flattering. In fact he goes 
so far as to advise abstaining from 
social intercourse with them as much 
as possible. 

All of this appears in a little essay 
on “The Handsome and Deformed 
Leg,” which he closed as follows: 

“An old philosophical friend of mine 
was grown, from experience, very cautious 
in this particular, and carefully avoided 
any intimacy with such people. He had, 
like other philosophers, a thermometer to 
show him the heat of the weather; and a 
barometer to mark when it was likely to 
prove good or bad; but there being no in- 
strument invented to discover, at first 
sight, this unpleasing disposition in a per- 
son, he, for that purpose, made use of his 
legs; one of which was remarkably hand- 
some; the other, by some accident, crooked 


The Handsome and the Deformed Leg 


and deformed. 

“If a stranger, at first interview, regard- 
ed his ugly leg more than his handsome on 
he doubted him. If he spoke of it, an 
took no notice of the handsome leg, that 
was sufficient to determine my philosopher 
to have no further acquaintance with him. 

“Everybody has not this two-legged in- 
strument; but every one, with a little at- 
tention, may observe signs of that carping, 
fault-finding disposition, and take the same 
resolution of avoiding the acquaintance of 
those infected with it. 

“I, therefore, advise those critical, queru- 
lous, discontented, unhappy ane po if they 
wish to be respected and beloved by others, 
and happy in themselves, they should leave 
off looking at the ugly leg.” 

Times change but the mental make- 
up of the human race is undoubtedly 
about the same as it always has been. 
Franklin’s advice is as good today as 
it was when he penned “The Handsome 
and Deformed Leg.” 

Perhaps this further admonition 
might be of value. Beware of the man 
who asserts that all legs—except his 
own—are deformed. It may be only 
his way of bragging; but it may be that 
he himself has a deformed leg. 

One of the valuable by-products of 
criticism is the illumination it throws 
on the character of the critic. It often 
lays bare portions of his mental and 
moral structure which would otherwise 
be obscured from the view of his neigh- 
bors. 

Sometimes this is good for the critic; 
but often it is not. 


Terry CSGucrrr 























convention of the National Association of Railroad and Utilities Com- 
missioners, held in Charleston, = ‘wy November 12th to November 
15th, 1930. 


q Optnions culled from the reports and addresses made at the 42nd annual 


What the Commissioners 


Are Thinking— 


—About the Railroads 


Grade Crossings 


6¢ fe grade crossing situation as a whole instead of showing definite im- 
provement is steadily growing worse. 


“From the accident records of the past, it may be expected with reasonable 
certainty that today and tomorrow and each day during the coming year, an aver- 
age of eight persons will lose their lives and more than twenty persons will be 
seriously injured at highway grade crossings. With the continuing increases 
in grade crossings and automobile registration each year, the outlook for the 
future does not appear encouraging, unless and until the public as well as the 
individual members of the various commissions and traffic bodies shall be brought 
to a complete realization of the magnitude of the problem and the urgent need 
for constructive action, and individual drivers are impressed with the necessity 
for extreme caution and the strict observance of signals at grade crossings. 


“It is encouraging in some measure that accidents have not increased in pro- 
portion to the increase in highway traffic. 


“The first essential step in any effective a crossing program is to definite- 
ly assign authority and establish responsibility for results.” 


—Frank McManamy, 


Chairman, Interstate Commerce Commission. 


e 


Consolidations 


6¢7 NDISCRIMINATE consolidation of railroads would be a fatal mistake, and no- 

body but perhaps some of the bond houses would be benefited. It is true 
that the absorption of some of the weaker lines by the stronger would be of mu- 
tual benefit but the indiscriminate, I might say, wholesale consolidation, would 
be detrimental to all concerned, throwing thousands of men out of employment, 
ruining towns that have been built up around these roads and might ultimately 
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lead to government ownership, which no man who did business during govern- 
ment operation again desires.” 
—Charles Webster, 


Board of Railroad Commissioners of Iowa. 


46 O NE of the unfortunate effects of a consolidation is to remove the man 

charged with the operations of the railroad farther away from imme- 
diate contact with its patrons, and because of this condition the maintenance of 
cordial relations becomes increasingly difficult. Shippers and patrons of the 
railroad are forced to discuss their problems and difficulties with subordinates, 
who relay the information to their superior, who alone has the authority to make 
decisions. This proves to be very unsatisfactory from the shipper’s standpoint. 
His relations with the railroad grow more and more distant and less and less 
cordial. ‘Finally a total lack of sympathy and understanding results. This ef- 
fect is more or less intangible, but it is none the less real, «iid regulatory bodies 
who fail to take it into consideration when they are considering the advisability 
of permitting consolidations fail to do their whole duty. 


“It would be our recommendation that this committee (on Consolidation of 
Railroads) formulate an act to be presented to the next session of Congress, 
repealing the provisions of the Transportation Act requiring the Interstate Com- 
merce Commission to formulate a plan for consolidating the railroads into a 
limited number of systems, and providing for reasonable voluntary consolida- 
tions of carriers through natural processes when such proposed consolidations 
are approved by the different states through which such carriers operate and 
when they are found by the Interstate Commerce Commission to be clearly in 


the public interest.” 
—John W. McCardle, 


Chairman, Public Service Commission of Indiana. 


7 


Valuation 

6 TOTAL of seventeen years and an expenditure of $37,108,262 by the Inter- 

state Commerce Commission have been required to make a valuation of 
the steam carriers. How long it will take, and how much it will cost, to make a 
valuation of other classes of carriers under methods which are now employed, 
even when the commission can devote the time to it, we make no attempt to esti- 
mate. Whether it shall be made or not will depend upon the disposition of Con- 
gress to make the large appropriation which the execution of the work would 
require. 


“At the present time most of the valuation personnel of the (Interstate Com- 
merce) Commission is engaged in work incident to the recapture of excess earn- 
ings under Section 15a. That work is so far behind that it is necessary to con- 


duct a vigorous program in order to catch up.” 
—Fred P. Woodruff, 


Chairman, Board of Railroad Commissioners of Iowa. 


7 


“— It Resolved, Further ; that it is the opinion of this association that such 
changes in the law should be made as may be necessary to relieve the 
Interstate Commerce Commission from the duty to revalue the property of car- 
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riers subject to the Interstate Commerce Act ‘from time to time’ and ‘in like man- 
ner’ as such property is required to be valued under Section 19a, either under 
said paragraph (i ) of said Section 19a, or under subparagraph (b) of paragraph 
(6) of Section 5 of the Interstate Commerce Act, but without in any way dimin- 
ishing the power of the Interstate Commerce Commission to keep informed as 
to the capital investment of the carriers and as to changes in the property of car- 
riers, by requiring reports to be made by carriers which shail show such changes, 
and the cost thereof, and by inspection of carrier properties, accounts, and rec- 
ords.” 

—Excerpt from a Resolution Adopted by the Convention. 


2 


—About Natural Gas 


Federal Regulation 


« HILE your committee has no figures to rely upon it is of the opinion the 

percentage of natural gas transported across state lines, compared to 
the total distribution of natural gas, is many times greater than the percentage 
of electricity transported in interstate commerce bears to its intrastate distribu- 
tion. For this reason we feel that the necessity for Federal regulation of inter- 
state natural gas pipe lines is much greater than is the case in the power and 


lighting industry.” Frank P.M 
—Frank P. Morgan, 


Public Service Commission, of Alabama. 


7 


Expansion 


é< URING the past two years there has been a tremendous growth and ex- 

D tension of natural gas transmission and distribution in the United States. 
Mains have been constructed to carry gas almost unbelievable distances and this 
utility service is being made available in territory that only a few years ago had 
no hope of ever being served with this very desirable fuel. The enterprise and 
foresight of those responsible for this work are very commendable and they are 
to be congratulated for thus increasing the scope of availability of this service.” 


—Thomas E. McKay, 


Public Utilities Commission of Utah. 


7 


Rates 


pert fe frequently state commissions are called upon to make rates for the 
distribution of natural gas where they have no authority over the prices 
being paid by 'the local utility other than to approve or disapprove the contract 
between the local utility and the interstate carrier of natural gas. Under such a 
situation unjust discriminations between states and persons are bound to occur. 
The commissions are usually without knowledge of the cost of the gas to the 
interstate carrier and it is only by comparison with contracts in other states that 
they have any basis upon which to ascertain the reasonableness of these contracts.” 


—Frank P. Morgan, 


Public Service Commission of Alabama, 
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—About the Telephone Companies 


Service 
TS. United States has the best telephone and telegraph service in the world. 
Weare also mindful that constant improvements in telegraphy and teleph- 
ony continue to make this service, which is an integral factor in the commercial 
life of our nation, more effective. In this connection, there are limitless possibili- 
ties in the codrdination of these services with radio, and, therefore, complex prob- 
lems will constantly arise that require careful and constructive consideration.” 
—Thomas E. McKay, 


Public Utilities Commission of Utah. 


Depreciation 

¢¢ wouLp suggest that committees composed of statistical and engineering ex- 

perts of state commissions be formed and members be appointed from each 
state located within logical areas. For example, the Northwestern Bell Tele- 
phone Company, a subsidiary of the American Telephone and Telegraph Com- 
pany, operates in the states of Nebraska, South Dakota, North Dakota, Iowa, 
and Minnesota. These states would, therefore, compose a logical committee 
area. Similar grouping could be made of states comprising territories served 
by other subsidiary companies. 


“The regional committees so formed should be instructed to meet at an early 
date, elect a chairman and within a specified time complete the preparation of 
formulas outlining in detail the method of procedure, the specific statistical and 
historical basic data to be gathered, and also proposals as to the logical grouping 
of telephone properties with respect to location, size, and character of exchange, 


etc.” 
—Frank W. Matson, 


Railroad and Warehouse Commission of Minnesota. 


e 


—About the Electric Utilities 


Rates 


eg the average residence customer’s consumption is less than 400 kilowatt 
hours he is paying just about the full cost to serve him. If the average 
residence customer’s consumption is 350 kilowatt hours or less or over 1,200 kilo- 
watt hours annually, he is paying somewhat more than what it cost companies 
to serve him. 


“These conclusions are based on the assumption that electric companies earn a 
rate of 8 per cent on their investment ; if the return were computed at 7 per cent, 
then the domestic customer with consumption between 400 and 1,000 kilowatt 
hours would just about pay the full cost under present rates, 


“Small commercial and industrial light and power customers are paying some- 
what more than their full share of the costs of service, while customers in these 
classes with annual consumptions above 12,000 kilowatt hours pay somewhat less 
than the full cost of serving.” 


—Adolph Kanneberg, 


Railroad Commission of Wisconsin. 
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—About the Motor Carriers 


Service 


ae equipment used by the larger companies is almost, without exception, 
of high quality assuring the greatest possible measure of comfort to the 
traveler. The busses are manned by drivers of experience who operate under 
strict rules having for their main purpose the greatest possible measure of safe- 
ty in their movement. That there is no class of motor vehicle passengers so free 
from the hazards of travel as those occupying the motor vehicle engaged in the 
public service is best demonstrated by the record which discloses the fact that 
there are fewer accidents in this branch or class of service than in any other.” 
—Amos A. Betts, 


Corporation Commission of Arizona. 


Competition 


ei if any, question the absolute necessity of that measure of protection 
which will result in the maintenance of the railroad transportation sys- 
tems of the country. . . . It must be obvious that encroachment of motor 
carriers upon the long-haul field to the same extent that they have now occupied 
the short-haul territory would be disastrous to the rail carriers. There has been 
some indication that the railroads themselves might solve this problem by the 
acquisition of the more important existing truck lines, but we doubt if this can 
be accomplished in a satisfactory manner either to the rail lines, the motor car- 
riers, or to the general public without some measure of regulation.” 
—Amos A. Betts, 


Corporation Commission of Arizona. 


e 


—About the Air Utilities 


Regulation 


as be the proposed uniform act, submitted by this committee (on Air Trans- 
portation Regulation) at the Glacier National Park convention, we recom- 
mended an act which would give to a state department the required authority to 
surround the operations of all aircraft within the boundaries of a state with as 
much safety as is now required by the Federal department for commercial avia- 
tion. It appears, however, that the states have a duty to perform in this matter 
as well as in other modes of transportation, that is, to protect the lives and prop- 
erty of its citizens. In order that this may be done it is obvious that state laws 
should be so drawn as to give some person or department (preferably a person 
or department attached to and within the state utility or railroad commission) 
jurisdiction over air transportation in all its aspects, thus permitting the industry 
to grow without hampering it with too much regulation, and with no conflict be- 
tween state, Federal, and international law or rules.” 
—Fay Harding, 


Board of Railroad Commissioners of North Dakota. 
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Uniform Laws 


“M AY we not profit by that experience and take this matter in hand during 
its developing period and require uniformity in the licensing of airmen 
and aircraft and surround the industry and the public with at least as much safe- 
ty as is required by the Aeronautical Branch of the United States Department 
of Commerce? Again, we stress the importance of uniformity in state, Federal, 
and international law and rules governing aviation.” 


—Fay Harding, 


Board of Railroad Commissioners of North Dakota. 


— About Intercorporate Relations 
The Holding Company Situation 


6¢ s a result of the investigations that have been and are being carried on 

by state and Federal legislative agencies, and the attention which hold- 
ing companies are receiving from state and Federal courts, including our great 
court of last resort, obviously conditions are becoming better understood. 


“The light of publicity is itself a great corrective, and when aided by the pow- 
er which the department of justice and the attorney generals of the various states 
have exercised and will continue to exercise, it will serve to give very substantial, 
if not adequate, protection to the public, and this is seemingly true, despite the 
fact that there is raised for consideration an important question of public policy, 
before noted, as to the extent to which the state and Federal Governments shall 
permit the concentration of wealth and financial control into relatively few hands. 


“Aside from the regulation of securities in the railroad and utility fields, ade- 
quate power now resides in the state and Federal commissions to protect the 
public in rate and service cases against allowing those railroads and public util- 
ities, within the respective jurisdictions of these commissions, from incurring 
unreasonable or excessive charges for financing, management, operation, and 
construction services from any source whatsoever, and in the interest of effec- 
tive regulation we know that this power will be exercised. 


“From this it follows that conditions are better today than at the time of our 
last report.” 
—John F. Shaughnessy, 
Chairman, Public Service Commission of Nevada. 


7 
Need for Regulation 


eyez commissions do not have the power to control many of the 
financial arrangements which utility companies can now make lawfully. 
If these present day lawfully permissible financial arrangements are made unlaw- 
ful by statute, lower rates would resu!t and investors in utilities would be more 
adequately safeguarded. 


“One of the specific provisions recommended to be made into law would pre- 
vent the purchase of one utility by another at any other price than that deter- 
mined fair and just by the commission. 
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“A second provision would prevent utilities from paying dividends when com- 
panies showed a deficit. 


“A third provision recommended would prohibit the issuance of securities by 

a company except in such amounts as are necessary for the proper purposes of 

the utility and providing that the financial condition and plan of operation are 

such as to afford reasonable protection to the purchasers of utility securities.” 
—Philip H. Porter, 


Railroad Commission of Wisconsin. 


7 


—About Government Ownership 


se going to discuss with you government ownership and government oper- 
ation. I want to say without any fear of contradiction that I am absolute- 
ly and profoundly against government ownership. It is fundamentally wrong. 


t is wrong in principal.” 
—John W. McCardle, 


Chairman, Public Service Commission, of Indiana. 








When, Why and How Should a Utility Company 
Sell Appliances? 


H™ is a live question that is stirring up not only the 
gas and electric utilities but the retail merchants of the 
country and many of the labor organizations as well. It con- 
stitutes one of the most highly controversial problems within 
the utility field; to it may be attributed some of the most vio- 
lent of the attacks that are now being launched against the 
merchandising methods of some of the utility companies. As 
a result, it has a direct effect, in many localities, upon the 
attitude of the public toward the local utilities as well as 
toward the state commissions which regulate them. 


Pustic Utitities FortNicHTLy has hed a careful and 
impartial survey made of this whole controversy; it will 
shortly publish a comprehensive series of articles that will 
present the case of the utilities, the merchant and of the state 
commissions, as one of the important editorial features of 
this magazine for the coming year, 1931. 
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Remarkable Remarks 











“There never was in the world two opinions alike.” 


A signboard at a Connecticut 
railroad crossing. 


Cartes W. Norris 
U. S. Senator from Nebraska. 


JosepH STALIN 
Dictator of Russia. 


A warning posted on a high- 
tension line of an inter- 
urban railway. 


Owen D. Younc 
Chairman of the Board, General 
Electric Company. 


An editorial in 
“The Gas Age Record.” 


J. Paut Kuun 
Of the Illinois Commerce 
Commission. 


Ep Howe 
Newspaper man and sage. 


Cart D. THomPpson 
Secretary, Public Ownership 
League of America, 


Atrrep E, Smit 
Contractor; former governor 
of New York. 





—MONTAIGNE 


“Go on and take a chance. You’re unimportant.” 


+ 


“We cannot permit inroads by the power trust, or any 
other monopoly, to be made upon a free press.” 


* 


“Propaganda doesn’t do anything. Constitutions and 
systems are changed by natural causes, not by talk or 
books.” 


* 


“Keep your hands off this wire. 
“It carries 20,000 volts! 
“Thank you.” 


¥ 


“This little globe of ours has become too small to 
handle most effectively our own developed agencies of 
communication.” 


- 


“The utility employee today goes to the opera not 
because he must, or because it is ‘the thing to do.’ He 
goes because he likes it.” 


* 


“If state regulation of utilities functions properly, 
certainly it should always be better than absentee treat- 
ment by remote Federal regulation.” 


* 


“To my mind the most annoying writer is the propa- 
gandist; the man who supports a doctrine for profit, 
and gilds ornaments in its favor.” 


* 


“As each utility is taken over (by the government), 
wages will be raised, hours shortened, the conditions 
improved and the rates reduced.” 


- 


“I can sit over in my office and decide something for 
a contractor in twenty minutes. For the state or the 
city to make the same decision might take two or three 
weeks.” 


801 


Howarp BrRuBAKER 


Columnist 


Frioyp L. CARLISLE 
Chairman, Niagara Hudson 
Power Corporation. 


Matruew S. SLoan 
President, New York Edison 


Company. 


WittiaM RotHweLL Brown 
Newspaper coluninist. 


Morris LLEWELLYN CooKE 
Economist and engineer. 


Rotanp M. Jones 
Nebraska correspondent to the 
“New York Times.” 


Paut CLAPP 
Managing director, National 
Electric Light Association. 





PUBLIC UTILITIES FORTNIGHTLY 





“The authorities are looking for a good name for the 
new bridge across the Hudson. Since it is the largest 
in the world, it should obviously be called ‘The Bridge 
of Size.’” 


* 


“The public utilities today pay the greatest amount 
of taxes of any group of corporations within the United 
States. Approximately $400,000,000 annually is paid 
directly by them to government agencies.” 


¥ 


“It would be a mistake to assume that the great body 
of the casual, intermittent, or convenience users of elec- 
tricity are to be found preponderantly among the wage 
earners or those in the most moderate financial circum- 
stances.” 


* 


“Talk of a compromise between White House and 
Capitol on Muscle Shoals reminds us of the plan of 
the gentleman who wanted to spend his vacation at the 
seashore while his wife preferred the mountains—he 
always compromised on the mountains.” 


* 


“Even though widespread public ownership of these 
(public utility) properties be the ultimate solution, pub- 
lic ownership offers no immediate relief except as a few 
outstanding successes such as Ontario and Muscle Shoals 
and Boulder Dam emphasize current abuses.” 


Aa 


“He (Senator Norris) annoys the East, and Nebraska 
gets entertainment, amusement, and satisfaction out of 
keeping him where he can be the greatest annoyance 
possible. Moses and Grundy, the power trust, the money 
interests, Wall street, the social lobby do not want him 
in Washington, and so Nebraska takes great pleasure in 
shoving him down their throats.” 


* 


“It is worth noting that attacks on the electric light 
and power industry are not made by our customers, 
that is the consuming public; or by our employees or 
by the people at large. The attacks come from three 
sources: first, from some who actually believe it better 
to have industry owned and operated by the govern- 
ment; second, by a small academic element and third, 
by the professional radical politician, whose business is 
to denounce and attack.” 
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What Others Think 








The Gargantuan Railroad vs. the Growing 
Lilliput, the Motor Truck 


LTHOUGH it did not appear on the 
A schedule, a debate developed at 
the Charleston, South Carolina, conven- 
tion of the National Association of 
Railroad and Utilities Commissioners 
last month when Joseph H. Hays, of 
Sioux City, Iowa, general counsel for 
the Iowa Truck Owners’ Association 
undertook to argue the case of the in- 
dependent motor trucker regarding the 
much discussed “rail versus rubber” is- 
sue. Mr. Hays was answered, not 
formally, but in effect, in an address by 
L. R. Powell, Jr., president of the Sea- 
board Air Line. 

The state commissioners who consti- 
tuted the audience are not unanimous 
as to the winner of this debate, but they 
are unanimous in the opinion that the 
forensic conflict was both edifying and 
informative. 

Mr. Hays’ organization is generally 
regarded as largely responsible for the 
present motor carrier legislation of 
Iowa, which provides that certificates 
permitting trucking operations must be 
issued without any regard for public 
convenience and necessity provided cer- 
tain legal formalities are complied with 
by the applicant. 

In defending this provision Mr. Hays 
said that railroad companies were orig- 
inally required to prove that public con- 
venience and necessity required pro- 
posed operation before they were al- 
lowed to proceed, for the simple reason 
that the granting of the authority 
sought involved the incidental grant of 
the right of eminent domain for rail- 
road right of way. Under such cir- 
cumstances, the speaker agreed that it 
was necessary to make sure that the 
condemnation of private property was 
warranted. 
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This reason for the requirement of a 
showing of convenience and necessity, 
it was pointed out, would obviously not 
apply to motor carriers using the high- 
ways. 

Another reason, disposed of by Mr. 
Hays, for requiring such a showing by 
steam and regular motor carriers was 
the necessity for protecting existing 
carriers against unwarranted competi- 
tion when the volume of business is 
heavy. 

This reason likewise, he said, does 
not apply to the irregular motor truck- 
er because of the fact that he is seldom, 
if ever, required to make a trip unless 
there is sufficient volume offered to 
warrant the operation. 


PECULIAR factor about the Iowa 

motor law is that while it does 
not regulate irregular motor carrier 
competition, it does give the commission 
authority to fix rates. Mr. Hays ex- 
plained this: 


“To first discuss the apparent weakness 
in my position, I wish to concede that in 
theory it does not seem possible to control 
rates without controlling competition 
through the requirement of a showing of 
public convenience and necessity, that com- 
petition is an important factor in deter- 
mining volume, and that volume is a defi- 
nite factor in controlling cost of operation 
per mile, which, of course, in theory, should 
be the basis upon which a rate structure 
should be built. 

“But in the practical application of the 
law, and in particular recognition of the 
fine line between the common carrier and 
the private carrier, it is my contention that 
it is more practical to adjust the rate to 
the average volume than to adjust the vol- 
ume per unit in order to justify the rate.” 


One statement by Mr. Hays was 
startling; it was as follows: 











“I venture the opinion that if it were 
possible to obtain data as to the number 
of ton miles of freight hauled by all types 
of motor truck, the total would equal a 
substantial percentage of the total moved 
by rail.” 

Mr. Hays’ arguments were based on 
premises of legal practicability. He 
pointed out that under certain decisions 
of the United States Supreme Court, 
(such as the Frost case), contract car- 
riers as such could not be regulated by 
compulsion. 

hy not, therefore, regulate them by 

advice—by dinning into their ears how 
much they stand to lose by going into a 
competitive industry without experi- 
ence and capital? Would it not be the 
better part of wisdom for the railroads, 
the state commissions, and competitive 
motor carriers to inform the innumer- 
able John Smiths who plunge into the 
trucking business without experience, 
sufficient capital, or suitable equipment 
as to the risks of additional enterprise 
of this character? 

Mr. Hays complimented Mr. Ralph 
Budd of the Great Northern and Carl 
R. Gray, Jr., of the Omaha Railroad as 
the most progressive railroad execu- 
tives as far as the trucking situation 
was concerned. He quoted Mr. Gray 
as saying that the railroad operator was, 
after all, a merchandiser of transporta- 
tion whose business it was to carry on 
his shelves what his customers wanted 
to buy whether it necessitated the pur- 
chase of an air line, a truck line, or a 
barge line. 

Mr. Hays answered his own question, 
“What is to become of the steam rail- 
road?” by concluding that there is a 
place in our transportation system for 
both the railroad and the truck. He in- 
timated that the railroads would sur- 
vive in better shape if they adopted 
the ideas suggested by Mr. Gray’s posi- 
tion. He added: 


“Ts it not logical to conclude that since 
transportation by motor truck is econom- 
ically sound, in some fields, at least, and 
is so closely interwoven with railroad 
activity, the best protection to the stock- 
holders of the nation’s mighty transporta- 
tion companies is for those companies to 
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engage in the field of highway transporta- 
tion themselves? This has become a reality 
in the bus field, as you all well know, and 
I venture the prediction that within a rea- 
sonable time we will see similar action by 
the carriers in the infinitely more important 
business of the distribution of freight 


R. PowE.u’s address started off 
with the frank assertion that out- 
and-out competition between different 
forms of transportation could never be 
acceptable to the American people un- 
less and until the new form of trans- 
portation is capable of completely dis- 
placing the older form. 

The speaker dwelt upon the number 
of burdens which are imposed upon the 
railroads and not imposed upon the mo- 
tor truckers. The railroads must ac- 
quire and maintain private right of 
way; the motor carriers have full use 
of the highways; the railroads must 
show convenience and necessity before 
obtaining certificates; the motor car- 
riers have no such operating restric- 
tions. The railroads are subjected to 
the expensive obligations of grade sep- 
arations; of compulsory hour limita- 
tion for employees; of accepting all 
kinds of business, and of erecting and 
maintaining passenger and freight ter- 
minals. 

With the advent of the automobile, 
the progress of physical construction of 
highways has passed and left far behind 
the progress of legal control and in- 
telligent regulation of our highways. 

Mr. Powell then commented upon the 
unfairness and danger of this existing 
competitive condition between railroads 
and motor carriers. It is not as if the 
railroads could leave the cut-throat 
competition between motor carriers to 
settle itself assuming that the surviving 
victor would make up in all ways, in- 
cluding reasonable rates and adequate 
service, the abandoned service of the 
defeated carriers. Under existing con- 
ditions a fair contest is impossible be- 
cause the railroads are hampered in 
their fight by the restrictions already 
mentioned and others not mentioned. 
In addition to this the motor carriers 
are unable to slip into the shoes of the 
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SAYS OLD MR. RAILROAD—“IF THOSE LITTLE THINGS 
DON’T STOP RUNNING, I’LL BE RUINED” 


railroads and serve in its entirety the 
shipping requirements of the public. 
The speaker stated: 


“Tested by its present state of develop- 
ment and so far as can be seen by its 
future possibilities, it can do no more than 
cripple its competitor and create a condi- 
tion where the latter will be faced with the 
alternative of either rendering inadequate 
and unsatisfactory service, or of increas- 
ing its charges for that portion of the 
service which it alone can economically 
perform.” 


| gee all the handicaps of the 


years have provided the a means for 
carrying on her commerce. Their destiny 
has not yet been achieved. The railroads 
seek no special privileges or preferred con- 
sideration. They do ask what they are sure 
a fair-minded public, when it under 

the truth, will grant them, that there shall 
be no discrimination against them and that 
there shall be applied to their present sit- 
uation the time-honored American motto 
‘Equal opportunities to all—special privi- 
leges to none.’ Speaking for myself, and I 
believe I voice the sentiment of the Ameri- 
can railroads, I beg to state that under such 
conditions we will accept the challenge of 
any competitor and in the arena of com- 
merce cross swords with any foe.” 


railroads, legal and otherwise, Government REGULATION OF THE IRREGULAR 


said Mr. Powell—allow a fair fight— 
and we will see how quickly the rail- 
roads accept the challenge to commer- 
cial battle. He added: 


Route Motor Carrier. By Joseph H. Hays. 
An address before the National Associa- 
tion of Railroad and Public Utilities Com- 
missioners ; November 14, 1930. 


Tue Rarroaps. An address by L. H. Powell 


“America owes much to her railroads. 
They have been pioneers in the development 
of her natural resources and until recent 


before the National Association of Railroad 
and Public Utilities Commissioners; No- 
vember 14, 1930. 





The Major Roles Played by the Lawyer in the 
Development of State Regulation 


| Ree ey of public utilities is a branch of the government, it was placed 
child of doubtful governmental in custody of the executive branch. 
parentage. Created by the legislative Since then its growth has been in- 
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fluenced, checked, encouraged, disci- 
plined, and generally developed by the 
judiciary. 

The courts today are both the mentor 
and guardian of regulation. Commis- 
sions are almost fifty per cent manned 
by lawyers and even those few com- 
missions that do not possess lawyers 
are advised and largely influenced by 
their counsels or state attorney gener- 
als. It is apparent to even the most 
casual observer that the lawyer still 
plays a major r6le in utility regulation. 

But what do the lawyers themselves 
as a group think about regulation? 
How should they play these parts? 
And what does the interested layman 
think of their performance? 

These interesting questions were all 
raised and answered by the Hon. 
Charles H. English, of Erie, Pennsyl- 
vania, Chairman of the State Board of 
Law Examiners in that state, in an ad- 
dress to the forty-second annual con- 
vention of the National Association of 
Railroad and Utilities Commissioners, 
held at Charleston, South Carolina, No- 
vember 12 to 15, 1930. 

Mr. English sketched briefly the 
fundamental decisions which form the 
legal background of regulation touching 
upon such landmark decisions as Munn 
v. Illinois, the Minnesota Rate Cases, 
and Smyth v. Ames. Through these de- 
cisions there has been built up consti- 
tutional law as it applies to utility reg- 
ulation. Furthermore these decisions, 
he pointed out, demonstrate the lengths 
to which the judiciary, acting through 
the Supreme Court, will go to adopt the 
Constitution to the protection of the 
lives, rights, and property of citizens in 
all branches of law. Because of this 
extremely flexible treatment of the Con- 
stitution by the Supreme Court, it has 
been necessary to adopt only nineteen 
amendments to the Constitution out of 
more than three thousand that have 
been proposed at some time or other 
since the meeting of the first Congress. 


HE constitutional protection of 
property rights through utility de- 
cisions has not been easily established. 
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Mr. English pointed out the vigorous 
debate that occurred in the Senate on 
the confirmation of the nomination of 
the present Chief Justice because of his 
apparent attitude toward the impor- 
tance to be given reproduction cost in 
valuation proceedings. 

The speaker was of the opinion, how- 
ever, that these persistent attacks upon 
the regulatory doctrines established by 
the Supreme Court will die out just as 
more bitter assaults upon the policies 
of the highest court as enunciated in 
Marberry v. Madison, during the éarly 
years of our country, gradually subsid- 
ed leaving the decisions of the court 
supreme and unchallenged. 

That the lawyers themselves have to 
prepare for regulatory practice was the 
next point established by Mr. English. 
First, he said, they should obtain a good 
background in constitutional law— 
stressing that part of it which has to do 
with utility regulation. 

Next, the lawyer should be more lib- 
eral in his views as to procedure. On 
this point Mr. English stated: 

“He must liberalize his attitude toward 
the conduct of investigation and must re- 
vise entirely his notions as to the reception 
of evidence. It becomes necessary for him 
to help practical-minded men to take short 
cuts in getting at facts. It would be im- 
possible, for instance, to get an inventory 
of a modern utility property in evidence 
in the good old fashioned law suit with- 
out putting on the witness stand the in- 
dividuals who actually wanted the prop- 
erty.” 

Mr. English, at the same time, ob- 
served that those engaged in regulation, 
who are not lawyers should not resent 
or oppose the intrusion of the lawyer 
and the law into a field which some are 
disposed to call a matter of pure eco- 
nomics. He stated: 

“It must be recognized that men trained 
in the law are needed in practice before 
administrative tribunals. No disputed mat- 
ter can be disposed of with the same clear- 
ness and expedition as when such proceed- 
ings are assisted by the mind accustomed 
to the definition of issues and the produc- 
tion of evidence. The day has passed when 
proceedings can be conducted before a pub- 
lic service commission with no more for- 
mality than proceedings before a justice of 
peace.” 
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THE IMPENDING ISSUE 


NFORTUNATELY, some members of 
the bar are inclined to take regu- 
latory practice too lightly and to adopt 
a patronizing and, in some cases, even 
a contemptuous attitude towards a tri- 
bunal composed of laymen. This re- 
cently happened in Nebraska when 
Commissioner Charles A. Randall was 
compelled to bar an attorney from cer- 
tain proceedings because he had at- 
tacked the personal integrity of the 
commissioners. 
Mr. English condemned such smug- 
ness in lawyers. He stated: 
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“It is important that the lawyer before 
a commission consider himself as interested 
primarily in the administration of justice. 
When he represents a utility company he 
can serve his client best by helping to de- 
velop in his client a consciousness of its 
public obligation. The same frankness and 
confidence should exist between the com- 
mission and the lawyer as between the 
judge and the lawyer. Unfortunately, many 
lawyers, who are scrupulously ethical in the 
ordinary practice of the law, feel that it is 
legitimate to play politics with matters un- 
der adjudication before public service com- 
missions. It would seem to be just as 
reprehensible to prosecute unmeritorious 
proceedings before a commission as before 








a court of law. Yet some members of the 
bar do not hesitate to file complaints and 
to take up the time of the regulatory bodies 
without the slightest expectation of suc- 
cess.” 


IEWs somewhat akin to Mr. Eng- 

lish’s were expressed later by Mr. 
William Chamberlain, president of the 
United Light and Power Company, of 
Chicago. Mr. Chamberlain’s talk was 
also concerned with the law and regu- 
lation, but he confined himself to the 
consideration of Federal law as dis- 
pensed by the Federal courts. 

If it were remarkable for nothing 
else, this address cortained a clear cut 
explanation of the powers of the Fed- 
eral judiciary with relation to the or- 
ders of state public service commissions 
and to the regulatory laws of state leg- 
islatures. He said: 


“What are the functions of the Federal 
courts in respect to state rate regulation? 
We may say with perfect accuracy that 
they have none. They can neither make 
rates nor alter nor modify rates made by 
lawful regulatory authority. Neither can 
they establish rate bases. To the super- 
ficial observer these statements may sound 
surprising. They are nevertheless precise- 
ly accurate.” 


Mr. Chamberlain then traced the con- 
stitutional theory upon which Federal 
courts restrain confiscatory state regu- 
lation and stated: 


“So the Federal courts and the state 
courts as well have from the earliest date 
declined to enforce laws or orders which 
are clearly violative of the terms of the 
Constitution. Not only do the courts de- 
cline to enforce laws of this character but, 
upon complaint of citizens, they will extend 
affirmative relief against the legislative or 
administrative enforcement of an unconsti- 
tutional law or order. This principle be- 
came recognized in the earliest days of our 
government. It has been applied to laws 
of every kind, and long preceded the prac- 
tice of regulation of public utilities by 
statewide commissions.” 


E FREQUENTLY lose sight of the 

traditional background for many 
of the Supreme Court rulings on util- 
ity regulation. These rulings are mere 
formal applications and adaptations of 
long established precedents to modern 
circumstances and new subject matter. 
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Mr. Chamberlain recalled one specific 
instance of a western Congressman who 
protested violently, after a Federal 
court in New Jersey had restrained an 
order of the state regulatory body, that 
no such outrageous invasion of the sov- 
ereign rights of the state had ever been 
attempted in the history of our coun- 
try ; he trembled to think of what would 
happen if the Federal courts in his state 
should undertake to entertain such ju- 
risdiction. 

It fell to the lot of Mr. Chamberlain 
to point out to this irate Solon that in 
his own state just two years previous 
the Federal courts had in fact enter- 
tained just such jurisdiction in two suits 
and the resulting decisions had not 
caused a ripple of popular interest or 
indignation. The legislator was obliged 
to confess that his alarm was ground- 
less and that his fears were based upon 
an entire misapprehension of fact. 

In conclusion Mr. Chamberlain not 
only praised the Supreme Court for its 
firm position on the necessity for re- 
production cost as an element in ascer- 
taining rate values, but he also defend- 
ed reproduction cost itself. He pre- 
dicted that we shall emerge from an era 
of high prices to an era of low prices. 
This, he claimed, will be accomplished 
with less difficulty than was experi- 
enced in attaining the higher levels 
from the lower. 

There will doubtless be some litiga- 
tion but in the main, state regulation 
will move forward in all but the small- 
est fraction of cases successfully and 
efficiently. And as to the fraction, it 
should be realized that the exceedingly 
infrequent invocation of the Federal 
courts plays the simple part, which we 
must all respect, of deciding for us our 
constitutional rights and limitations. 
Tae Lawyers Part 1n Recuration. By 
Charles H. English. An address before 
the Charleston Convention of the National 


Association of Railroad and Utilities Com- 
missioners; November 14, 1930. 


FEepERAL or STATE RecuLation? By William 
Chamberlain. An address before the 
Charleston Convention of the National 
Association of Railroad and Utilities Com- 
missioners; November 13, 1930 
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Newark (N. J.) Evening News. 


UNREGULATED COMPETITION 


A Municipal Commission’s Unique Success 
with a Municipal Plant in Florida 


S° far as the matter of rates is con- 
cerned, the operation of the Orlan- 
do, Florida Municipal Water & Electric 
Light Plant has been a unique success, 
according to an analysis of its opera- 
tion in the Florida Municipal Record. 
Prior to 1922 the water and electric 
light properties in Orlando and vicinity 
were owned and operated by the Orlan- 
do Water & Light Company. In 1922 
these properties were taken over by the 
city. In commenting upon the results 
of the operation of the municipal un- 
dertaking the general manager said: 
“Analysis of the operating plants can 


summarized in a short paragraph. Its 
growth has been abnormal. The only funds 
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the taxpayers have invested is the original 
$1,500,000 in bonds. The worth of the 
plant today based upon earning capacity is 
around five to six millions, and this great 
increase has been taken care of without 
the necessity of any additional bond issues, 
and the original bond issues have never cost 
the taxpayers one cent for interest or sink- 
ing fund. An adequate depreciation re- 
serve has been set up, good dependable 
service has been rendered at all times—all 
of this with rates as low as any city in the 
state of Florida.” 


Certain fixed policies are said, in a 
large measure, to be responsible for a 
great part of the success. Among those 
mentioned are the following: 


“The Orlando Utilities Commission feels 
that to serve the community with good 





water and electric service is both an obli- 
gation and an opportunity, and it main- 
tains that no consumer is properly served 
unless there exists that fine and intimate 
relationship inspired by mutual confidence. 

“An unwritten agreement with every 
consumer and citizen provides that he may 
call upon utilities executives at any time 
for information, advice, suggestion, or 
counsel in matters relating to service or 
operation. 

“To give the greatest amount of elec- 
tricity and water consistent with good, de- 
pendable service at the lowest possible cost 
to the consumer. 

“Every public utility, whether privately, 
municipally, or commission operated is 
constantly subjected to requests for exten- 
sions and expansions, and they assume an 
obligation to render adequate service and 
to make some contributions to community 






































which are directly related to the community 
development and those which are of no 
benefit to the community as a whole and 
which will not for a long period of time 
yield sufficient revenues to cover the cost 
of the service.” 


HE Florida Municipal Record 

measures investments and reve- 
nues of the municipal plant according 
to certain accepted standards as fol- 
lows: 


“There are certain accepted standards 
which have been established by experience 
which are used to measure investments and 
revenues. There will be found in every 
business certain checks or yardsticks which 
are accepted and used by professional men 
in measuring the success or failure of any 
business. Let us take that accepted stand- 
ard of the ratio of investment to gross 
revenues, which translated means the num- 


tric plants in the United States as 


Bureau, and we find for the year 1929 the 
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average investment of over eleven billion 
dollars produces a gross electric revenue 
of a little more than two billion, or $5.30 
invested to produce $1 of gross revenue. 
The Orlando Utilities Commission has only 
invested in electric property $2.89 to pro- 
duce $1 of gross revenue, which clearly 
shows that the investment in spite of the 
abnormal demands during the so-called ex- 
pansion period, was well within the !imits 
of good sound business judgment. It might 
be suggested that the revenues were out of 
proportion to what they should have re- 
ceived. Using the statistics from the same 
sources, we find the average yearly revenue 
per customer was $86.75 for the United 
States, while the amount received from the 
customers of the Orlando Utilities Commis- 
sion was only $75.59 per customer per year.” 


It is also stated that the Orlando un- 


development, but the Orlando Utilities dertaking is not open to the charge of 


Commission has distinguished wisely be- wastefulness and inefficiency. Says the 
tween those expansions and extensions p17. 


“It is frequently stated that the commis- 
sion form of management is wasteful and 
inefficient. Now let us check contention 
using the records of United States Census 
Bureau for the year 1929. We find the 
general average relation of the operating 
expenses (which do not include interest, 
taxes, depreciation, or sinking fund) to the 
gross revenues is 45 per cent, and testing 
the operations of the Orlando Utilities 
Commission on the same basis is only 36 
per cent, which means the average of the 
electric properties in the United States 
used 45 per cent of their revenues for 
operating expenses where the Orlando Util- 
ities Commission used only 36 per cent, 
showing an efficient saving operation which 
is less than 80 per cent of the average 
utilities expense of the United States.” 


The members of the Orlando Utili- 


ties Commission, which manages the 


ber of dollars invested to produce $1 of property, give their time and services 
gross revenues. Analyzing all of the elec- to the city without compensation. 


shown by the United States Census Ortanpo Urtimiries. Florida Municipal Rec- 


ord. September, 1930. 

















Service Commission Law 1n 1930. By 
William L. Ransom. New York State Bar 
Association Bulletin; pages 510-514. No- 


How Great Britain REGULATES THE Moror 


tion; pages 602-603. November, 1930. 
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Other Articles Worth Reading 


AMENDMENTS TO THE New YorK Pusrtic Ortanpo Urimities Great Success. Florida 


Municipal Record; pages 12-17 and 25. 
September, 1930. 


vember, 1930. Parkinc Recutation. AERA; pages 657- 


659. November, 1930. 


Bus. By Ivan Bowen. Bus Transporta- THe Younc Giant: Naturat Gas FueEt. 


Scientific American. November, 1930. 





























As Seen from the Side-lines 





fr Congress of the United States 
is a bull, the head or tail of which 
the President of the United States likes 
to let go of the very instant he can do 


it without personal embarrassment. 
* * 


Wooprow WItson, with his austere 
aloofness, his exuding dignity, and his 
penchant for stating altruistic ideals, 
was usually able to cold-shoulder the 
Congress or arouse public sentiment 
against it and he got along quite well 
when he had a tractable Democratic 
majority to respond to his demands. 

* * 


THEODORE RoosEvELT either anan- 
iased or blustered Congress and by 
physical force was exceedingly able to 
mold its enactments to his views. 

* . 

Catvin CooLince regarded the Con- 
gress very often as a bad boy on a 
spree. It took a malicious delight in 
upsetting his pet programs and plans, 
but he took the constitutional view that 
the Congress was the master of its own 
destinies and the political view tiiat it 
would have to report to the people its 
strengths and shortcomings and even- 
tually rest upon the public judgment of 
them. So, as time wore on, he out-pa- 
tienced Congress, refused to nag or 
scold it, and in his final days as Presi- 
dent he was able to get quite what he 


wanted, 
x x 


HE was serenely content to let Con- 
gress adjourn and he would then take 
himself off to Swampscott, the Adiron- 
dacks, or the Black Hills, where he held 
the spotlight without the rivalry of 435 
Congressmen and 96 Senators, all anx- 
lous to crack Page One of the newspa- 
pers with the chroniclings of their 
greatness, and from those places of 
vantage he could mold the sentiment 
of the country to his policies and pro- 
grams without incessant competition. 
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But the history of the country shows 
beyond doubt that Congress has invari- 
ably been a thorn in the side of the 
President, and gentlemen like Messrs. 
Taft and Harding seemed unequipped 
to contest with it for supremacy. 

* * 

Mr. Hoover, early in his career, got 
a special session of Congress on his 
hands, with the result almost inevitable. 
By its contentiousness, it provoked the 
wrath of the people against the admin- 
istration ins and it was more than any 
other fact responsible for the lacing the 
party leadership took at the polls re- 


cently. 
* * 


It seemed to the sidewalk observer, 
whose curbstone judgment will find ex- 
pression so long as democracy, or the 
semblance of it, lasts, that Mr. Hoover 
would have been much better off had 
he ignored Senator Borah’s advice and 
taken himself off to Palo Alto or some 
other comfortable retreat and con- 
sumed the first six months preparing 
the public mind for his program when 
Congress was not in session. 

* * 

However that may be, he’s in and so 
is Congress again. And it would seem 
from the tenor of his message that he 
would like to get Congress out as quick- 
ly as may be humanly possible. 

* * 


TuatT section of his message which 
details, or rather alludes, to pending 
legislation affecting the public utility 
interests of the country, seems to sub- 
stantiate that observation. 

* * 

It may be noted that he said that 
“The Congress has before it legislation 
partially completed in the last session 
in respect to Muscle Shoals, bus regu- 
lation .” and that “It is desirable 
that these measures should be com- 
pleted.” 
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THE urge for action does not seem 
to be there; neither does it contain the 
definite expression of his interest as to 
how they should be completed. He 
conspicuously omitted any statement of 
a controversial nature which could be 
seized upon by his inherent opponents 
and made to consume the hours of ora- 
torical repartee, otherwise known in 
solemn language as “debate.” 
* * 


HE refers to the fact that he former- 
ly recommended effective regulation of 
interstate electrical power and says that 
such regulation should preserve the in- 
dependence and responsibility of the 


states. 
* * 


HE recommends that an inquiry be 
made of the workings of the anti-trust 
laws and while he insists that he does 
not want the Sherman Act repealed he 
intimates that the law should be 
loosened in order that the wastefulness 
of competition may be eliminated. 

* * 


It seems, all in all, that the President 
summarizes his attitude most perfectly 
in the statement that the short session 
of Congress does not permit of exten- 
sive legislative programs and that mat- 
ters not involved in the relief of eco- 
nomic distress and unemployment 
might merely be shaped for action at 


some future time. 
* ’ 


It is a nice polite way of saying to 
Congress: Clean up the appropriation 
matters and get out. And, in an aside, 
“T had you birds on my hands for one 
extra session and I want no more of 


that.” 
* x 


In justice to the Congress, it should 
be said that the patriotic gentlemen who 
framed the Constitution created it as an 
independent branch of government, 
that they equipped it with power to re- 
fuse to sustain the President and that, 
having come through a fight themselves, 
they were not averse to having a con- 
stant one in progress between the exec- 
utive and legislative branches. If that 
be true, they certainly have been well 
paid for their intention. 
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THESE members of Congress have to 
make a record for themselves. Every 
two years, on one side of the House, 
and every six years, on the other, they 
must trek back to their constituents and 
explain the whys and wherefores of 
their activities at Washington. And, 
lest the constituents forget them, they 
are not averse to having their doings 
recounted and portrayed in the public 
prints in the days between elections. 
* * 

SomE people say the country has be- 
come great despite Congress, the Presi- 
dent, and the interlocking form of gov- 
ernment. But you can’t escape the fact 
that the country has made marked prog- 
ress while Congress has existed and 
Congress can lay its claim to the share 
of fame. 

* * 

ALL the pretentions of nonpartisan- 
ship will have been wiped out no doubt 
ere this is published. Congress, (that 
is, the Senate end of it), will be func- 
tioning on its own responsibility despite 
the President. It will be refusing to 
do some of the things he wants done; it 
will be insisting on doing some of the 
things he does not want done. 

* 7 

THERE will be pressure for and 
against Muscle Shoals, for legislation to 
expedite the consolidation of the rail- 
roads and for the other matters of pub- 
lic utility concern referred to by the 
President in his message. 

* * 

It is our guess, however, that if the 
bill regulating the use of busses in in- 
terstate commerce makes its way 
through both branches of Congress and 
the White House it will be the solitary 
act of legislation affecting the utilities. 
* * 


THE boys in Congress will have had 
their say; the Congressional Record 
will be no less voluminous than in pre- 
ceding years, and everybody will be 


happy. 
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WHAT READERS ASK 





Out of the mail bag of the editors have come these 
questions; because they teuch upon subjects of broad 
interest to those in the public utilities field, they have 
been selected for publication—together with the an- 
swers. What questions do you want to ask? 


QUESTION 
What is meant by “thinning the 
equity” of the common stockholders 
in corporations? 


ANSWER 

This means increasing the proportion of 
bond or debt obligations to the amount of 
common stock. If there were no bonds, the 
common stockholders would own the prop- 
erty free from fixed indebtedness. When 
bonds are issued, stockholders are still the 
legal owners of the property, but they have 
only an equity in it just as the owner of a 
house and lot with a mortgage on it has only 
an equity in the property. 

If an operating company were financed 
partially by bonds and partially by common 
stock, the stockholders would, of course, have 
only an equity in the property represented by 
the difference between its value and the 
amount of bonds issued. If this stock were 
purchased by a holding company which was 
financed partly by bonds and partly by stock 
the equity of the owners of the common 
stock of the holding company would be still 
further “thinned,” as the saying goes. 


e 


QUESTION 

A passenger purchases a railroad 
ticket and uscs it. Afterwards he is 
informed by the railroad company 
that the price quoted and paid for the 
ticket was less than the legal rate filed 
with the proper Commission. Can 
the railroad company collect the 
amount of the underpayment? 


ANSWER 


It has been held by the Supreme Court of 
the United States in Louisville & N. R. Co. 
v. Maxwell (1915) 237 U. S. 94, 57 L. ed. 
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853, P.U.R.1915C, 300, 35 Sup. Ct. Rep. 494, 
that the amount of the underpayment can 
be collected by a railroad company notwith- 
standing the fact that the passenger was in 
no way at fault in the matter. The ground 
for this was that under the Interstate Com- 
merce Act the rate of the railroad company 
duly filed is the only lawful charge and that 
deviation from it is not permitted upon any 
pretext. It was held that shippers and trav- 
elers are charged with notice of it and that 
they as well as the railroads must abide by 
it unless it is found by the Commission to 
be unreasonable. Ignorance of the rate is 
not an excuse for paying or charging either 
less or more than the rate filed. The court 
said that this rule is undeniably strict, and 
that it obviously might work hardship in 
some cases but that it embodies the policy 
which has been adopted by Congress in the 
regulation of interstate commerce in order 
to prevent unjust discrimination. 

It will readily be seen how difficult it 
would be to enforce the nondiscriminatory 
provisions of the law if deviations were al- 
lowed. Collusion would soon be charged be- 
tween the railroads and the persons affected, 
and litigation would be encouraged. The 
strict rule, although working hardship in 
some cases, is probably regarded as the lesser 
of two evils. 


QUESTION 
What is the average consumption 
of electricity for domestic purposes 
in America? 


ANSWER 


According to a statement by Martin J. 
Insull, president of the Middle West Utili- 
ties Company, the average domestic consum- 
er’s use annually was 457 kilowatt hours in 
1927, 477 kilowatt hours in 1928, and 512 kilo- 
watt hours in 1929. Morris Llewellyn Cooke 
places the annual use at a little more than 
300 kilowatt hours. The annual use in Michi- 











gan jumped from 471 kilowatt hours in 1926 
to 575 kilowatt hours in 1929. Mr. Insull 
says that the greater proportion of electricity 
consumed in the home is used for lighting, 
but that lighting is far from adequate in the 
American home; that the only appliance in 
general use is the electric iron which is 
per cent saturation; that less than half of 
the customers are using electric vacuum 
cleaners and only one third electric washing 
machines; that hardly a beginning has been 
made in the major load builders; that re- 
frigerators are in use in only 10 per cent of 
the homes and ranges in only 5 per cent and 
that electric water heaters have been placed 
in less than 2 per cent of the homes. 

These statements are interesting because of 
the fact that the more extended use is made 
of electric current the cheaper it can be sold 
per unit. It is very cheap now, but undoubt- 
edly can be made much cheaper if domestic 
consumption is increased. 


e 


QUESTION 
What is meant by the term “what 
the traffic will bear?” 


ANSWER 


It may mean all that the seller can get 
from the buyer, or it may mean the least 
that the seller can afford to sell the article 
for. Those who say that utility rates are 
based on “what the traffic will bear” mean 
that the utilities are getting the very highest 
prices possible for their service; that they are 
basing their rates on the value of the service 
to the consumer rather than the cost of pro- 
ducing the service. 

Like many other terms this expression— 
“what the traffic will bear’—has been given 
a bad meaning. There is nothing wrong 
about it as applied to general commercial 
transactions. Sound trades are beneficial to 
both parties, the seller and the buyer alike. 
If the benefit goes only to one party of the 
transaction, the business could not continue. 
In ordinary commercial transactions rates are 
based on what the traffic will bear, all fac- 
tors, competition among them, being taken in- 
to consideration. 

Under our modern theory of regulation of 
public utilities, rates for public service, as a 
whole, are based upon the cost of the service 
and not upon the principle of what the traffic 
will bear. 
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QUESTION 
Various statements have been made 
as to the percentage of electrical cur- 
rent crossing state lines. Is this all 
interstate commerce; and if so, has 
the Federal Government alone the 
power to regulate it? 


ANSWER 


All electric current that crosses state lines 
on the way from the producer to the con- 
sumer is undoubtedly interstate commerce; 
but only a part of this interstate commerce 
is beyond the power of the states to regulate 
in the absence of Federal regulation. 

The rules seem to be reasonably well set- 
tled that the states have no power to regulate 
the rates of an interstate company selling its 
product or service to a distributing company 
whether Congress has acted in the matter or 
not; that the states have exclusive jurisdic- 
tion to regulate the rates of a distributing 
company within the state although it obtains 
its current or product through interstate com- 
merce because the distribution is intrastate 
commerce over which Congress could not, if 
it wished, exercise control; that where the 
product or sale is transmitted from the pro- 
ducing company directly to the consumers 
across state lines the transaction does not 
lose its character of interstate commerce; 
but that the rates charged to consumers in 
such cases are of local rather than national 
importance; that if the Federal Government 
has failed to act in that field the states will 
still retain their power to regulate; and final- 
ly that so far as electricity is delivered by 
the producing company to consumers in its 
own state the state commission would have 
jurisdiction on the ground that this is not 
interstate commerce. (Note: P.U.R.1926A, 
Appendix. ) 

It would seem, therefore, that the only part 
of interstate commerce in electricity that the 
states have not now the power to regulate if 
they choose to exercise it is that part of the 
current sold to a distributing company for 
distribution to customers in another state. 
The rates of the distributing company to the 
local consumers are subject to regulation by 
the state commission. The commission may 
also consider the reasonableness of the charge 
to the distributing company although it has 
no power to fix that charge. 





The Duty of a Utility Company to Serve Its Competitors 


utility service that benefits its rivals, is the subject of an article—based 


q Just how far a corporation is required or permitted to go in supplying 


upon a study of court and commission decisions—that will appear in the 
coming issue of Pustic Utizities FortnicHt y. 
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The March of Events 





What Happened at the Charles- 
ton Convention of the State 
Commissioners 


NDER the balmy skies of the Old South, 
the National Association of Railroad 
and Utilities Commissioners opened its forty- 
second annual convention in the Francis 
Marion Hotel at Charleston, S. C. on No- 
vember 11th. As its name implies, this as- 
sociation is made up of the members of the 
regulatory bodies of all the states, territories, 
and the District of Columbia; its delibera- 
tions, therefore, are of vital interest to the 
public utilities of every type in every state, 
as well as to that portion of the public at 
large which is interested in utility affairs. 
he morning session on the first day was 
made noteworthy by two features. One was 
the annual address by the Honorable Charles 
Webster, the retiring president of the asso- 
ciation, and the chairman of the convention; 
the other was the report of the committee on 
railroad grade crossings by Chairman Frank 
McManamy of the Interstate Commerce 
Commission. 

President Webster’s address was a clear 
analysis of what the convention as a body 
was thinking about. It was almost an ad- 
vance synopsis of everything that later trans- 
pired. He deplored the trend toward indis- 
criminate railroad consolidation by the Fed- 
eral Government and he stated that “nobody 
except some of the bond houses would be 
benefited.” He deplored the jurisdictional 
ambiguity of the Interstate Commerce Act as 
affecting electric railways; the adverse ef- 
fect that competition by motor carriers and 
pipe lines was having upon our railroads; 
the failure of Congress to pass satisfactory 
legislation for the regulation of interstate 
busses; and the menace of both Couzens bills 
—the Communications Act and the Inter- 
state Power Act. He completed his observa- 
tions by deploring the manner in which Con- 
gress, through the Howell Bill, proposes to 
rewrite the celebrated “Section 15a” of the 
Interstate Commerce Act. 

Reduced to a single element, President 
Webster’s address was an indictment of reg- 
ulatory sins committed by the Federal Gov- 
ernment—sins of omission as well as of com- 
mission. The dominance of this issue at the 
convention is amply shown in another arti- 
cle appearing in this magazine. 

Chairman McManamy’s report is worth 
special note because it is startling. The 
grade crossing accident situation, it appears, 
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is getting worse instead of better. This may 
be somewhat disappointing news to those 
states which have paid out millions of dollars 
for the elimination of grade crossings, but 
it should not stop or even slow up the bat- 
tle to make our crossings safer. The com- 
mittee reports that from accident records 
of the past, it may be expected with reason- 
able certainty that today and tomorrow and 
each day during the coming year an average 
of eight persons will lose their lives, and 
more than twenty persons will be seriously 
injured at highway grade crossings. The 
problem is nation wide and the remedy is the 
expenditure of sufficient money by the rail- 
roads and the public to eliminate grade cross- 
ings wherever it is practicable and to make 
unprotected crossings safer by protective de- 
vices. 

‘The rest of the morning session of the first 
day was devoted largely to formal features 
which included an invocation by Rev. George 
A. Nickles, of Charleston; addresses of wel- 
come by Mayor Thomas P. Stoney, of 
Charleston and Chairman R. H. McAdams 
of the South Carolina commission; a re- 
sponse by Commissioner J. J. Murphy of 
South Dakota, and greetings from the Inter- 
state Commerce Commission by Chairman 
McManamy. 


URING a following session, Major Alex- 

ander Forward, managing director of 
the American Gas Association and a former 
Chairman of the commission of Virginia, 
gave an illuminating talk on the progress 
which the natural gas industry has made dur- 
ing the last two years, and which it is likely 
to make for sometime in the future. The 
particular point of interest in Major For- 
ward's address was his conclusion to the ef- 
fect that the state commissions now have 
adequate powers to regulate the natural gas 
business. 

This last point was quite in accord with 
the report of the committee on service of 
public utility companies, as given by Chair- 
man Thomas E. McKay of Utah, but it was 
quite at variance with the report as finally 
tendered after Commissioners Shukers and 
Montgomery of Kansas, and Frank Morgan 
of Alabama had objected. In its final form 
this report urged Federal legislation for the 
regulation of the price “at which gas pipe 
lines sells the gas to distributing companies.” 
Following its custom, the convention took no 
action on these reports except to note their 
contents and put them on record. 

The committee on service of public utilities 
also recommended Federal bus regulation and 











the adoption of uniform legislation for air- 
planes. 

Commissioner Frank Morgan not only 
raised certain questions concerning this re- 
port but also gave the report of the com- 
mittee on public utility rates. This report 
contained several conclusions worth noting. 
Summarized they are as follows: ‘ 

(1) The zoning system should be given 
more consideration in the designing of street 
railway rates: 

(2) The need for Federal regulation of 
interstate natural gas pipe lines is much 

eater than that of the power and lighting 
industry. 

(3) The time has come to consider the 
equity in the rate making between utility cus- 
tomers, or in other words, rate relationship. 

The second flare up of the first evening 
came when Commissioner E. V. Williamson, 
of West Virginia, submitted the report of the 
committee on statistics and accounts. When 
this report was presented Chairman J. Wade 
Coffman, also of the West Virginia com- 
mission, moved that the association adopt a 
scheme for natural gas accounting which 
was carried in the Williamson report. Com- 
missioner James S. Benn, of Pennsylvania, 
objected and argued so vigorously that the 
matter was put over until the next day when 
it was finally adopted. . 

The report of the special committee on air 
transportation regulation, which was also 

iven by its chairman, Commissioner Fay 
fiardin of North Dakota, showed the effect 
of much effort by Mr. Harding and his as- 
sociates to collect data material to the reg- 
ulation of this baby utility. Chairman Hard- 
ing’s report stressed the necessity for uni- 
form regulation, complying as much as pos- 
sible with the regulations of the United 
States Department of Commerce on aviation, 
and he cautioned the commissioners against 
the danger of throttling aviation in its in- 
fancy with too much regulation. 

During the same session a report of the 
special committee on depreciation, signed by 
commissioners Frank W. Matson, of Minne- 
sota, and Henry C. Atwill of Massachusetts, 
was almost exclusively devoted to valuation 
of telephone properties. The report suggest- 
ed the appointment of regional committees 
composed of the statistical and engineering 
experts of each of the state commissions lo- 
cated in that region. The report suggested 
that these regions should be divided, as far 
as possible, according to the service areas of 
large companies or groups of companies. 
For example, the Northwestern Telephone 
Company serves the Dakotas, Iowa, Minne- 
sota, and Nebraska. These states would 
compose, therefore, a logical regional area. 

The report of the committee on intercor- 
ee relations, signed by Chairman John 

. Shaughnessy, of Nevada, indicated that 
the holding company situation is considerably 
better than it was a year previous, and the 
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light of publicity itself was said to be a great 
corrective as well as the power which the 

ment of Justice and the attorney gen- 
erals of the various states have exercised to 
give protection to the public. 

This report did not seem to indicate any 
special demand for Federal regulation of the 
interstate holding company. It is significant 
to note that Chairman Harold E. West, of 
the Maryland Commission, also a member of 
this committee, in an article in Pustic Utn- 
1Ttes FortN1GHTLY for November 13th, which 
was given wide publicity at the convention 
and elsewhere, seems to be of a different 
opinion. Mr. West apparently believes that 
Federal regulation of interstate holding com- 
panies to some extent is warranted. 

An address by United States Senator El- 
lison D. Smith, of South Carolina, com- 
pleted the list of business for the evening 
session of the first day. 


nN address by William Chamberlain, 

president of the United Light & Power 
Company of Chicago, on “Federal or State 
Regulation,” undertook to prove the prop- 
osition that Federal courts on the whole are 
not thwarting regulation by state commis- 
sions. 

The committee on codperation between 
Federal and state commissions reported some 
progress, but an incidental observation made 
by the committee’s chairman, Paul A. Walk- 
er, of Oklahoma, seems destined to bear 
much fruit. Mr. Walker said that he hoped 
the next convention would permit the ques- 
tion of codperation to be taken up and dis- 
cussed by the entire convention instead of 
making the report submitted a mere part of 
the record. 

Subsequently Mr. Walker offered the fol- 
lowing resolution, which was adopted and 
which will have an important bearing upon 
the future conventions : 


“Be it resolved by the National Asso- 
ciation of Railroad and Utilities Commis- 
sioners in convention assembled : 


“That the rules in conflict therewith be 
suspended, and that this association direct 
that the next convention of this associa- 
tion devote four days to business sessions 
and the work of the association, and that 
at least the first two and one half days of 
the sessions of the convention, whether 
continuous or not, be confined exclusively, 
with the exception of the welcome address- 
es and responses thereto, to participation 
of members of this association; and that 
there be no papers or addresses of non- 
members until after the reports of com- 
mittees of this association and the discus- 
sions thereon; 


“And be it further resolved, that ade- 
quate provision be made by the executive 
committee for opportunity of informal dis- 









eT ee ee 














cussion of matters suggesting themselves 
to members of this association, regardless 
of whether such matters are actually sched- 
uled on the formal program, to the end 
that respective commissioners and their 
staffs may have the helpful mutual ex- 
change of views on problems coming before 
them.” 


The report of the committee on valuation 
consisted chiefly of a review of litigation in- 
volving railroad valuations subsequent to the 
O'Fallon decision. The report was spon- 
sored by Chairman Fred P. Woodruff, of the 
Iowa commission, and did much to influence 
the commissioners in the action which they 
took defining their position on the Howell 
Bill, which is elsewhere discussed in this is- 
sue. One interesting statement in the report 
was to the effect that a total of seventeen 
years and an expenditure of $37,108,262 by 
the Interstate Commerce Commission has 
been required to make a valuation of the 
steam carriers in this country. How long it 
will take and how much it will cost to make 
a valuation of other classes of carriers, even 
when the commission can devote the time to 
it, are more or less a matter of speculation. 


HE committee on railroad service accom- 

modations and claims, by Chairman 
Francis Williams, of Louisiana; the com- 
mittee on railroad rates, by Chairman Claude 
L. Draper, of Wyoming; a committee on 
statistics and accounts of railroad companies, 
by Chairman L. R. Bitney of Minnesota, and 
the report of the special committee on’ In- 
terstate Commerce Commission classification 
of accounts, by Chairman J. W. Greenleaf 
of Kansas, all reported progress. 

Concluding the morning session of the 
second day, Hon. O. P. B. Jacobson, chair- 
man of the Minnesota commission, addressed 
the convention on the millennial celebration 
of the Althing, the Parliament of Iceland, 
which he attended as one of the five repre- 
sentatives of the United States. The reso- 
lution congratulating Mr. Jacobson for the 
honors bestowed was carried during the 
afternoon session of the second day. 

The Hon. J. W. McCardle, chairman of 
the Indiana commission, delivered a colorful 
address on “Government and Municipal Op- 
eration of Utilities and Other Properties.” 
Commissioner McCardle scored several tell- 
ing points against government ownership and 
operation and remarked in the course of his 
talk that what this country needed was less 
government in business and more business in 
government. 


OF the third day there was an address by 
Joseph H. Hays, of Sioux City, Iowa, 
author of the Iowa motor truck legislation, 
which provides for mandatory issuance of 
certificates permitting the operation of truck 
carriers whenever an applicant shows a will- 
ingness to comply with certain regulations 
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and without any regard to public convenience 
and necessity. This law was influenced 
largely by the suggestions of the Iowa Truck 
Owners’ Association of which Mr. Hays is 
the general counsel. 

Although it was not supposed to be a di- 
rect reply, a subsequent address by Mr. L. R. 
Powell, Jr., president of the Seaboard Air 
Line Railway Company, struck many of the 
commissioners as being the railroad’s answer 
to the contention made by Mr. Hays. Mr. 
Powell substantially argued that since the 
motor truckers could never take the place of 
the railroads, motor trucking competition 
should not be allowed under conditions that 
would substantially impair the security of 
rail service. 

Both of these two addresses were care- 
fully prepared, well presented, and contained 
valuable data. 

In giving the report of the special Com- 
mittee on Motor Vehicle Legislation, General 
Solicitor, John E. Benton, Chairman, stated 
that he believed the Parker-Couzens Bill will 
pass the Senate early in the short session of 
Congress and will then go to a conference 
committee for consideration of certain Sen- 
ate amendments, and that final enactment at 
the short session may accordingly be ex- 
pected. 

The special committee on uniform regula- 
tory laws, of which Philip H. Porter, of the 
Wisconsin commission, was chairman, sub- 
mitted a uniform motor carrier act which 
contained most of the usual provisions of 
the more progressive state motor acts 
throughout the country. Commissioner A. 
R. McDonald, of Wisconsin, reporting for 
the committee on legislation, commented up- 
on the progress made by that committee with 
the aid of the general solicitor, John E. 
Benton, in opposing objectionable Federal 
legislation notably the Couzens Communica- 
tions Bill. 

The address by Honorable Charles H. Eng- 
lish, of Erie, Pennsylvania, chairman of the 
Pennsylvania State Board of Law Examin- 
ers, was entitled “The Lawyer’s Part in 
Regulatory Administration;” it is elsewhere 
discussed in this issue. 

Chairman Amos A. Betts, of the Arizona 
commission, in giving the report of the com- 
mittee on motor vehicle transportation, 
stressed the need for Federal regulation of 
the interstate motor carrier, and said the 
failure of Congress to act had precipitated 
a situation of undesirable competition be- 
tween railroads and motor carriers. Mr. 
Betts suggested that the railroads themselves 
might relieve the situation by the acquisi- 
a of more important existing motor truck 
ines. 


Ce Adolph Kanneberg, of the Wis- 
consin commission, gave a particularly 
comprehensive report for the committee on 
generation and distribution of electric pow- 














er, which deserved much more consideration 
than the time allowed. Chairman Kanne- 
berg’s report portrayed much painstaking re- 
search by his committee, and he submitted 
figures that certainly seemed to go a long 
way towards dispelling the allegations so 
frequently made by government ownership 
advocates that domestic electric rates are ex- 
orbitant. According to Mr. Kanneberg’s 
figures the average domestic user of less than 
four hundred kilowatt hours is just about 
paying the cost of the service rendered to 
him, and if his consumption is less than 
three hundred and fifty hours or over twelve 
hundred hours he is paying a little more than 
cost. Assuming a return of 8 per cent to 
be fair, the report showed that commercial 
and industrial consumers with annual con- 
sumption of less than 12,000 kilowatt hours 
are paying somewhat more than their fair 
share of operating costs. 

Reporting for the committee on publication 
of commissions’ decisions, Secretary James 
B. Walker of the National Association, 
showed that the Public Utilities Reports 
system had approached a financial position 
which was substantially self-sustaining for 
the first time in its history, due to the marked 
progress made by its sister publication, Pus- 
tic Utiittes FortniGHTLY. The open forum 
editorial policy of the magazine was strong- 
ly endorsed. 


wee for the special committee on 
consolidation of railroads, Chairman J. 
W. McCardle, of the Indiana commission, an- 
nounced the opposition of that committee to 
any consolidation effected by compulsion and 
not coming as a natural result of conditicns 
and circumstances. Mr. McCardle said that 
even such consolidations as are the natural 
outgrowth of economic developments should 
be subjected to the control and approval of 
the regulatory bodies, which should use cir- 
cumspection in permitting such consolidations 
rather than to lend them indiscriminate en- 
couragement. The report suggested that the 
consolidation oi railroads should be subject 
to approval by the states in which the lines 
of the merged railroads operate. The com- 
mittee’s report was somewhat in the nature 
of an attack on the approval of the Inter- 
state Commerce Commission of the merging 
of the Great Northern and the Northern 
Pacific, which is at present opposed by Min- 
nesota, Illinois, and other states. 


me up the convention as a whole, 
one is likely to receive the impression 
that the most important acts accomplished, 
besides an attack on Federal interference 
and the Howell Bill, was the passing of the 
Walker resolution which will assign the first 
two and one-half days of future conventions 
to the disposition of the commission’s own 
work, This means that hereafter addresses 
by guests, (except, of course formal ad- 
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dresses of welcome), will not be permitted 
until the commissions have done their own 
work and have had their own say. 

It was noticeable at Charleston that there 
were no forensic combats of the sort which 
used to make the meetings an intellectual 
classic in the days of Gibson and Gettle. 
Only two minor disagreements occurred; the 
first when the Kansas delegation objected to 
the report on the need for natural gas legis- 
lation, and the second when the report on 
uniform accounting for natural gas com- 
panies was presented. Aside from these con- 
conflicts of opinions, the meeting was har- 
monious. 

Yet there was ample opportunity for de- 
bate. Commissioner Kanneberg’s findings 
about the charges of electric rates certainly 
could have created more attention, and if the 
convention as a body did not care to go on 
record as endorsing either of the Couzens 
Bills or the Parker-Couzens Bill in their 
present form, a free-for-all discussion might 
have done much to clarify the position of 
the individual members on just what changes 
= —— bills would make them more accept- 
able. 

It is probable that the commissioners 
would have obtained more real benefit from 
the convention if more time were devoted 
during the sessions to the accomplishment of 
the real purpose of the gathering—the ex- 
change of regulatory ideas on current prob- 
lems between commissioners from the sev- 
eral states. With the adoption of the Walker 
resolution it is to be expected that the Rich- 
mond convention in 1931 will bring forth 
bigger and better fights on the floor. 

The entertainment program was extensive, 
and included excursions to Folly Beach, Fort 
Sumter, and Fort Moultrie, the Citadel, 

(known as the “West Point of the South”), 
and Magnolia Gardens; an oyster roast at 
Sullivan’s Island and dances every evening; 
it concluded with a banquet on November 
14th and a bus trip to Columbia on the morn- 
ing of November 15th and closing cere- 
monies in the offices of the South Carolina 
commission in the State Office building. 


* 


Rail and Road Vehicle to Call 
for Passengers 


A NEW type of vehicle, which will call for 
commuters at their front doors, climb 
on the tracks at the railway station for the 
trip to the city, and then climb off again 
when the city is reached and carry its pas- 
sengers through the streets for delivery at 
their offices is being tried in England by ‘ 

London, Midland and Scottish Railway Com- 
pany. The secret of this unique plan of oper- 
ation is the equipment of the vehicle with two 
sets of wheels. One set is provided with 
pneumatic tires for ordinary road travel like 
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a bus, while the other is equipped with steel 
tires and flanges in order to permit travel 
on rails. . 
Power is provided by a gasoline engine, 
and drive and control are similar to those of 
ordinary busses. Special machinery is pro- 
vided by which the driver can raise or lower 
either set of wheels so that one set is out of 


the way while the other is in use. Air brakes 
work on either set of wheels so that the 
vehicle may operate either as a one-coach 
railway train, with all usual conveniences and 
safety appliances, or as a road bus. This is 
an answer to motor bus competition, 
which has dealt severe blows to British rail- 
ways. 


y 
California 


Modesto Rate Cut Called 
Preferential 


GENERAL movement for reduction of elec- 

tric rates throughout the agricultural 
sections of the state will be started soon, 
as the result of action taken by the Irriga- 
tion District Association of lifornia at 
Stockton, says the San Francisco Call-Bulle- 
tin. The directors scored the Pacific Gas and 
Electric Company for reducing rates in Mo- 
desto where it competes with the Modesto 
Irrigation District. 


The cities of Oakland and San Francisco 
have also raised objections. complain 
that if the company can reduce rates in the 
Modesto District it should also reduce rates 
elsewhere. 

The rate reduction has also been attacked 
by the Modesto Irrigation District, which has 
asked the commission to revoke the com- 
pany’s operating certificate in the region 
served by the district. It is protested that 
the low rate schedules are discriminatory be- 
cause they represent lower charges for the 
same classes of electrical energy than are 
charged elsewhere. 


y 
Distrié&t of Columbia 


Electric Rates Attacked 


EoPLES’ Counsel Richmond B. Keech has 

joined William McKay Clayton in attack- 
ing the decree of equity court under which 
the Potomac Electric Power Company rates 
are fixed and the manner in which the decree 
is currently interpreted, and has filed a de- 
mand with the commission to make greater 
reductions in the electric bills next year than 
are now planned. The Washington Star 


says: 

“Mr. Keech’s point is that following every 
reduction in rates there is an increase in 
electrical reduction, and that this increase 
should be taken into consideration when es- 
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tablishing new rates under the consent decree. 
This has never been done, nor is it contem- 
plated by the commission at this time, ac- 
cording to its public statement recently is- 
sued. If this cannot be done under terms of 
the decree, then the decree is ‘totally un- 
conscionable and should be abrogated,’ Mr. 
Keech concludes.” 

Mr. Keech, according to this paper, has 
also declared that the decree was never meant 
to be permanent. Mr. Clayton asked the 
commission to seek a reformation of the de- 
cree so that three-quarters instead of one- 
half of all earnings of the Potomac Electric 
Power Company above 73 per cent on its 
valuation be applied to rate reductions. 


Idaho 


Revision of Utility Law Urged 


HE Idaho commission in its biennial re- 

port to the governor and legislature has 
recommended that the issuance of permits to 
operate freight motor vehicles and issuance 
of commercial licenses for operation of motor 
vehicles should be handled by the same de- 
partment, says the Boise Capital News. Un- 
der the present system the department of law 


enforcement issues commercial licenses and 
the public utilities commission issues freight 
operators’ permits. The Capital News con- 
tinues : 

“The commission recommends that freight 
license operators should pay the same to the 
state for use of public highways to the ex- 
tent of such use as do the auto transporta- 
tion companies and that all freight operators, 
either under permit or commercial license, 
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should pay, in addition to the tax for such 
permits or licenses, a fee based on-a rate 
of ton-mile of operation. 

“The commission also recommends consid- 
eration of § 2447 of the public utilities law, 
making ‘it a felony to disclose information 
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given the commission by public utilities, ex- 
cept as brought out in hearings or proceed- 
ings. Violation of this law on conviction 
would carry a maximum fine of $5000 or 
imprisonment in the state penitentiary for not 
more than five years or both.” 


Indiana 


Hearings Held in Telephone 
.. Rate Dispute 


EARINGS in the Southern Indiana Tele- 

phone & Telegraph Company’s suit for 
a permanent injunction to prevent the com- 
mission from interfering with the collection 
of higher rates in thirty southern Indiana 
towns got under way in Federal court dur- 
ing the latter part of November and con- 
tinued on into ember. The company as- 
serts that. it has failed to earn a 7 per cent 
return on a valuation of $1,871,000, and for 
that reason the commission’s orders denying 
rate increases amount to an unconstitutional 


e 


confiscation of asa of the company. 

George M. Huffsmith, deputy attorney- 
general, appearing for the commission takes 
the position that the company is earning a 
return that is fair on the valuation of its 
property. He said, according to the Indian- 
apolis News, that the commission would con- 
tend against any determination of earnings 
for separated “exchange areas” served by the 
company, since it could be shown that the 
company had made injudicious investments 
in nonpaying telephone exchanges, and had 
been charging the deficits of their operation 
to more populated exchanges. He said the 
commission would point out extravagances 
in costs of operation. 


Maine 


Management Fee and Tax Re- 
duction before Federal Court 


HE United States district court will pass 

upon rulings by the Maine commission in 
connection with the order reducing rates of 
the Kittery Electric Light Company. The 
Kittery company and the New Hampshire 
Gas & Electric Company, the former being 
a lessee of the latter, have secured a tem- 
porary injunction restraining the operation 
of the order made by the public utilities 
commission. 

The contention is made by the companies 
that the commission has excluded as an item 
of expenses Federal income taxes upon the 
net income as established by the commis- 


sion’s own findings, the commission saying, 
“Federal income tax is a deduction ftcm in- 
come and cannot properly be allowed as a 
part of operating expense.” The further con- 
tention is made that the commission has ex- 
cluded as an expense an actual payment to 
the J. C. White Management Corporation of 
approximately $1400 undér a contract from 
which it is asserted the Kittery utility de- 
rived great benefit. 

The Federal court proceedings are based 
upon the claim that the reduced rates are 
confiscatory. The companies ask for a per- 
manent injunction against the new rate 
schedules after a hearing by the court. The 
new rates would have become effective on or 
before November 25, 1930, if the restraining 
order had not been issued. 
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Maryland 


Commission Attempts to 
Equalize Gas Rates 


A= ado —_ by the Montgomery 
County Civic Federation intimating that 
the Maryland commission would not approve 
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a drastic reduction in gas rates brought 
forth from Chairman Harold E. West, of the 
commission, a letter denying the truth of 
such an intimation. Chairman West said 
that no such proposition had ever been sub- 
mitted to the commission, and it was absurd 
to think that the commission would have re- 
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jected a proposition for the lowering of rates 
no matter how drastic the reduction proposed 
might have been. ; 

n the contrary, he said, the commission 
has for years been endeavoring to secure 
lower rates for gas for the people of the 
counties bordering upon the District of Col- 
umbia. The commission sought to secure 
rates for these people equal to those prevail- 
ing in Washington. 

he pointed out that new rate schedules of 
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the Georgetown Gas Light Company and 
the Washington Gas Light Company, of 
Montgomery county, did make a substantial 
reduction in rates, this reduction aggregating 
about $40,000 a year; but as the return on 
the value of the property was lower than 
the amount allowed by the court, the com- 
mission saw no advantage to the customers 
in making the new rates the subject of a 
rate hearing. He said the commission, how- 
ever, was negotiating to secure lower rates, 


Massachusetts 


Should Utility Employee Seek 
Rate Reduction? 


CONTROVERSY between the Boston Central 

Labor Union and the telephone company 
has developed over the discharge of a tele- 
phone operator who, as president of the Tele- 
phone Operators’ Union, advocated phone 
rate reductions. The matter was taken be- 
fore the State Board of Labor and Indus- 
tries. 

The operator, who is an officer of the 
Central bor Union as well as the Tele- 
phone Operators’ Union, was one of a num- 
ber of labor leaders who signed a complaint 
against telephone rates, alleging that they 
were unreasonable and discriminatory. She 
was then asked by the company to resi 
because of her disloyality and hostility to the 
company. When she refused to do so she was 
discharged. She complains that she has been 
“discriminated against by the company” and 


is “a victim of circumstances.” She indi- 
cated that she would seek court action if an 
adverse decision were rendered by the State 
Board of Labor and Industries. 


* 


Outside Control of Railroads 
Is Attacked 


A= directing the Massachusetts commis- 
sion to investigate to what extent, if any, 
the Pennsylvania Railroad Company and the 
Pennroad Corporation have acquired domi- 
nation or control of, or a substantial inter- 
est in, the Boston & Maine Railroad Com- 
pany and the New York, New Haven & Hart- 
ford Railroad Company has been introduced 
in the legislature. The representative filing 
the bill is quoted in the Boston Post as say- 
ing: “New England railroads should be con- 
trolled by the resident stockholders of New 
England.” 
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Michigan 


Rate Injunction Awaits Further 
Commission Probe 


Fr z2Ncs by the standing master in chan- 
_cery filed last spring in the case of the 
Michigan Bell Telephone Company against 
the Michigan Public Utilities Commission 
that a 7 per cent return would be a fair rate 
and would avoid confiscaticn of the com- 
pany’s property were sustained by three Fed- 
eral judges on November 25th. The judges, 
however, deferred an injunction for thirty 
days to enable the commission to continue 
its hearings on the rates and their effect un- 
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der present conditions. They also provided 
in their decree that upon the taking of an 
appeal the injunction provided for in the de- 
cree be stayed pending the outcome of an 
appeal from the decree. 

The court held that the company was en- 
titled to earn approximately $10,000,000 an- 
nually, which is $3,000,000 more than the re- 
turn allowed by the commission. The pres- 
ent investigation by the commission, how- 
ever, has in view the determination of the 
question whether under present economic 
conditions expenditures have been reduced 
considerably and the company may be earn- 
ing the $10,000,000. 
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Missouri 


Gas Pipe Line Company 
Resists State Control 


HE Missouri commission has ordered the 

Cities Service Gas Company to file a 
schedule of industrial oy rates for all gas 
distributed in Missouri by the company itself 
directly, or through any agents. Chairman 
Milton R. Stahl, of the commission, is re- 
ey as saying that the commission had 

n investigating the natural pipe line com- 
panies operating in Missouri for several 
months and that ample evidence had been 
discovered, in his opinion, to place the nat- 
ural lines under control of the state 
commission as public utilities instead of con- 
sidering them as interstate carriers. 

The Cities Service Gas Company sells gas 
to the Kansas City Gas Company at the city 
limits for 40 cents per 1000 cubic feet, which, 
in turn, is distributed to the city by the Kan- 
sas City company. The Cities Service Gas 
Company, however, has contracts direct with 
large industrial concerns for rates as low as 
18 cents a 1000 cubic feet, it is said, paying 
the Kansas City company a small carrying 
charge for use of its pipes. 


Utilities Must File Contracts 


 e public service commission has an- 
nounced that it has directed every elec- 
trical corporation in the state to file with 
‘tthe commission a list of all special contracts 
under which they are furnishing electric serv- 
ice to any individual, class, or group of con- 
sumers. Contracts with other utilities and 
municipalities are not covered by the order. 
Chairman Milo R. Maltbie is reported as 
saying that the purpose of the order is to 
ascertain to what extent there are special 
contracts in force throughout the state under 
which consumers are obtaining service under 
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The company, according to the St. Louis 
Post-Dispatch, has sent a letter to the com- 
mission declaring that its operations are in 
interstate commerce and denying that it is 
in any way subject to state regulation in 
Missouri. The company relies on a decision 
of the United States Supreme Court rendered 
in 1924 in which the court affirmed an in- 
junction issued by the Federal district court 
in Kansas City restraining the commission 
from interfering with a gas rate increase in 
Kansas City by the distributing company 
which was based on an increase by the pipe 
line company, on the ground that the pipe 
line company was operating in interstate 
commerce and the commission could not in- 
terfere. The Post-Dispatch says in regard 
to this decision: 

“In that case, however, the court held the 
only relation between the pipe line company 
and distributing company was seller and 
buyer, and that the pipe line company was 
selling gas in wholesale quantities not to con- 
sumers, but for resale by the distributing 
company. That decision pointed out that a 
different legal situation might exist where the 
pipe line company was a direct seller or a 
seller through an agent, to customers.” 






more favorable cond:tions or at lower rates 
than the public generally is paying. 


7 
Rail Fare Increase Delayed 


HE commission has suspended for one 

hundred and twenty days, beginning Jan- 
uary Ist, a proposed increase in commutation 
and round-trip fares filed by the New York 
Central Railroad Company to apply in the 
territory near New York city. An investiga- 
tion of the proposed schedules has been 
started. 





Ohio 


Gate Rate for Gas 


| by evidence justifying its demands 
for increased rates to consumers in eight 
communities aro Dayton, says the Dayton 
Herald, will be submitted by the legal depart- 
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ment of the Dayton Power and Light Com- 
pany to the commission. The commission 
recently refused to sanction the new schedules 
until proof of the wholesale purchase from 
the Ohio Fuel Gas Company and fairness 
of the gate rate price of 45 cents per 1000 
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cubic feet is established. The Herald adds: 

“The Ohio Fuel Gas Company is owned 
and controlled by the Columbia Gas and Elec- 
tric Company and both have contracts with 
the Columbia Engineering and Managing 
Corporation which also is owned by the Col- 
umbia Gas and Electric Company. It is this 
ownership, the commission points out, that 
make it mandatory that the Dayton company 
established the reasonableness of the gate- 
way price before it can pass increases onto 
the others involved. 

“The company filed its schedule of in- 
creases on June 17th last, and protests were 
filed by several of the towns involved. The 
new schedules were filed before the effective 
date of the Carpenter amendment, and the 
case not being heard within one hundred and 
twenty days the company filed bond to secure 
payment. ... 

“A statute in the Ohio general code pro- 
vides that in cases where a public utility dis- 
tributing natural gas applies for an increase 
in rates and has entered into a contract to 
pay a gateway price to transportation com- 


pany under supervision of a managing com- 
pany, the burden is upon the company asking 
for an increase in rates to show that the gate- 
way price is just and reasonable to the dis- 
tributing company and to the consumer. 

“Fair value of the property of the distrib- 
uting company and reasonableness of its 
other expenses were held to be of but little 
consequence if the gateway contract must be 
accepted as final. The commission pointed 
out that the parties in this case are so situ- 
ated that the evidence which would throw a 
light upon the justness of the 45-cent gate- 
way rate is within the control of the com- 
pany and not easily available to the eight 
towns. 

“The commission does not hold the con- 
tract between the producing and the dis- 
tributing company void, sham, or fraudulent 
but takes the position that at this time the 
fairness of the gateway rate must be shown. 

“The company argued that the commission 
has no control over the gas rate because the 
producing and wholesale company is not sub- 
ject to regulation by the conimission.” 
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Texas 


Dial Phones Make Extra Work 
in Hotels 


HE day of machines which are expected 
to relieve manual labor, according to the 
Dallas News, has not brought relief to tele- 
phone operators in hotels but has increased 
their labor. Dallas hotels have asked the 
Southwestern Bell Telephone Company for a 
readjustment of their charge on calls by their 
guests to local numbers outside the hotel. 
A charge of 10 cents is made for each call 
placed by a guest to a local number outside 
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the building. Before the automatic telephone 
was developed the guest in his room could 
call the hotel telephone operator and she 
would connect him with the central operator. 
Now, since telephones in hotel rooms are sim- 
ply “house phones” without dials, the guest 
must call the hotel operator and she must 
dial the outside number that the guests want, 

The hotel receives 10 to 20 per cent on 
the dime collected for the call, which is no 
more than it got before the installation of 
automatic phones. Hotel owners think that 
a revision is called for in view of the extra 
service they now give. 


Wisconsin 


$75,000 placed upon the property of the 
Washburn Water Works Company for rate- 
making purposes was arbitrary and confisca- 


Reproduction Cost Issue before 
Supreme Court 


Tea cost of reproduction has never been 
held by the United States Supreme Court 
to be the sole basis for determining the value 
of utility property, according to the argu- 
ment of Suel O. Arnold, appearing as coun- 
sel for the Wisconsin Railroad Commission 
on an appeal to the Supreme Court from a 
decision of the Federal court in Wisconsin 
holding that the commission’s valuation of 


tory. The commission had granted a small 
increase in rates and denied the request of 
the utility for a greater increase. 

Counsel for the commission, in answer to 
questions, explained that the lower court re- 
fused to find that economic conditions are an 
element to be considered in ascertaining the 
value of public utility property. This, he 
said, was error. He also claimed error in 
the failure to find that the Washburn Water 
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Works plant is larger than required to serve 
the present population of the city. 

R. M. Rieser, counsel for the utility, ar- 
gued that the commission had ignored actual 
operating expenses and substituted its own 
estimate of what should be proper operating 
expenses. He further contended that the val- 
uation fixed by the commission was inade- 
quate because the valuation figures of the 
commission’s engineer were submitted eleven 
months before the actual decision, durin 
which time a material change in prices too 


place, the cost of reproducing the property 
increasing over 

He charged that the commission had used 
a split-inventory valuation which was never 
offered in evidence, and also that the com- 
mission changed its method of computing de- 
preciation. Mr. Rieser answered the conten- 
tion in regard to over-building by stating that 
the plant is not larger than is necessary, and 
he quoted figures indicating that there had 
been no falling off in the revenues of the 
utility. 





The- Latest Utility Rulings 


Unrirep States Supreme Court. Chicago, 
St. Paul, Minneapolis & Omaha Railway Co. 
v. Homberg. (No. 1.) A Nebraska law au- 
thorizing the state commission to order a 
Tailroad to construct an overhead or under- 
head crossing wherever its right of way di- 
vides the land of an owner, and construed by 
the supreme court of that state to empower 
the commission to compel a railroad to estab- 
lish an underground pass purely for the con- 
venience of an individual owning lands on 
both sides of the track, was held to deprive 
the railroad company of its property for the 
benefit and private use of the landowner in 
contravention of the Fourteenth Amendment 
of the Federal Constitution. 


Untrep States Supreme Court: Cor v. 
Colorado. (No. 20.) An _appeal taken by an 
uncertificated motor carrier from contempt 
proceedings brought by the state of Colorado 
against him for alleged unlawful operations 
was dismissed for the lack of Federal juris- 
diction. The appeal purported to “test the 
validity of the Colorado laws regulating 
motor vehicle carriers on the highways of the 
state.” 


Unrtep States SuprEME Court: Smith v. 
Illinois Bell Telephone Co. (No. 90.)  Liti- 
gation commenced in 1923 when the telephone 
company sought to restrain an order of the 
Illinois commission cutting rates was remand- 
ed to the lower court with directions to make 
a special finding of facts as to the respective 
value of properties devoted to intrastate and 
interstate service. (See Utilities and the 
Public, page 827.) 


Unrrep States Supreme Court: Latshaw 
v. Missouri ex rel. Kansas City Public Serv- 
ice Co. The highest court refused to review 
a decision of the supreme court of the state 
holding that the Missouri commission had 
authority to entertain an application for_in- 
creased street railway fares in Kansas City, 
Missouri, notwithstanding an outstanding 


franchise contract containing a _ so-called 
“service-at-cost” provision. 


Unirep States District Court or MINNE- 
sota: Madden Bros. Inc. v. Commission et 
al. (43 Fed. (2d) 236.) This was a bill to 
enjoin the Minnesota commission from re- 
quiring a motor transportation company to 
secure a certificate of convenience and neces- 
sity under state laws. Although the plaintiff 
had previously been informed that it would 
not be required to secure a certificate, the 
commission had later declared it to be a com- 
mon carrier. The court dismissed the suit 
because of the lack of a Federal question, 
holding that the constitutional prohibition 
against the state denying due process is di- 
rected against the passage of laws, but not 
the misconstruction of laws. 


Re Southern Cit- 
All natural gas dis- 
tributing companies operating in Alabama 
under control of the Southern Cities Public 
Service Company have been ordered to sub- 
mit contracts relating to the price of their 
supply and other operating conditions to the 


ALABAMA CoMMISSION : 
tes Public Service Co. 


commission. This commission order was 
taken in connection with a petition of the 
Southern Cities company for approval of its 
contract with the Southern Natural Gas Cor- 
poration which provides that the Southern 
Cities organization will cause all of its sub- 
sidiaries to agree to take their supply from 
the parent corporation at rates not less than 
rates paid by the Southern Cities company 
to the Southern Natural Gas Corporation. 
The Mobile Gas Company, the Alabama Utili- 
ties Service Company, and the Tri-Cities Gas 
Company are the distributing companies in- 
volved. 


Cavirorn1A Commission: Re Los Angeles 
Gas & Elec. Corp. Domestic and com- 
mercial gas rates were reduced 9 per cent by 
a 4 to 1 vote of the commission. (See Utili- 
ties and the Public, page 827.) 
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CairorNIA Commission: Re Sacramento 
Northern Railway. (Decision No. 23025, 
App. No. 16819.) The railway company was 
given authority to relocate passenger station 
shelter shed, notwithstanding a right of way 
agreement the carrier had with a landowner. 
The commission ruled that the question of 
public convenience and necessity is para- 
mount to any private contract of the carrier. 


Catirornta Commission: Re South Coast 
Gas Co. (Decision No. 23028, App. No. 
16918.) In authorizing the South Coast Gas 
Company to transfer certain yo to the 
San Diego Consolidated Gas & Electric Com- 


pany, the commission ruled that a utility may 
not charge to its capital account the amount 
by which it has failed to earn a 74 per cent 
return, and further that a purchasing com- 
pany may not make such a charge upon a 
transfer of the properties. 


District oF Cotumsta Court or APPEALS: 
Smith v. Public Utilities Commission. A 
lower court ruling to the effect that the Dis- 
trict of Columbia commission does not have 
lawful authority to make and enforce a regu- 
lation requiring taxicab owners to furnish 
indemnity insurance or evidence of financial 
responsibility was sustained on appeal. 


Kansas Commission: Rules for Busses 
and Trucks. Busses and trucks operating in 
Kansas hereafter must be equipped with col- 
ored flares so that the drivers can place warn- 
ing signals at each end of a vehicle when 
it is stopped on the highway. Commercial 
vehicles under the new rule must be so light- 
ed up that drivers of other cars on the high- 
way can readily discern the length and width 
of the vehicle. A minimum of $10,000 lia- 
bility insurance is required. 


Montana Commission: Re Billings-Co- 
lumbus-Absarokee Motor-Freight Service. 
(Dockets Nos. 600 and 182, Report and Order 
No. 1575.) In awarding a certificate of con- 
venience and necessity as between two rival 
motor carriers, the commission favored that 
carrier who had gone to the most trouble to 
prove the convenience and necessity of the 
proposed motor carrier service, which was 
protested by the operators of existing rail 
service. 


Montana Commission: Re Polson-Dam- 
site Motor Transportation. (Docket No. 
1052, Report and Order No. 1576.) The 
commission issued an unusual certificate for 
motor bus transportation because the route 
covered and lay, in part, over private prop- 
erty. This was done, however, upon the 
Promise of the owner of such private prop- 
erty to execute an easement in favor of 
whichever carrier the commission would cer- 


tify. As between seven applicants, all other 
things being equal, the commission favored 
one who was a resident and a taxpayer in 
the district to be served. 


New Hampsuire Commission: Re Beth- 
lehem Electric Co. et al. (D-1331.) A large 
electric utility was allowed to acquire all the 
properties of four smaller utilities which were 
well situated with relation to the purchasing 
company’s system. The large utility was 
also allowed to take over the properties and 
provide service in territory previously served 
by two utilities all of whose stock it owned. 


New Jersey Commission: Hotel Riviera, 
Inc. v. Public Service Electric & Gas Co. et 
al. Notwithstanding the fact that it involved 
a deposit of $2,000 to the gas and electric 
company and $1,500 to the telephone com- 
pany, the commission refused to modify a 
rule requiring a hotel to establish credit by 
filing a deposit of twice the amount of its 
average bill for gas, electricity, and tele- 
phone service. 


New Jersey Commission: Re Sussex 
Telephone Co. Application of a telephone 
company for increased rates in the vicinity 
of Lake Mohawk, New Jersey, which were 
calculated to produce a return of only 2.856 
per cent, was granted notwithstanding objec- 
tions to certain items in the claimed valua- 
tion, in view of the fact that the proposed 
rates could not produce an excessive return 
on any reasonable valuation of the properties 
involved. A toll charge of 10 cents between 
two exchanges to prevent excessive use by a 
few subscribers of the lines was also ap- 
proved notwithstanding the fact that the addi- 
tional revenue from toll charges would be 
very small. 


Onto Commission: Re New York Central 
Railroad Co. (No. 4387.) ‘Application of a 
railroad company for a certificate of con- 
venience and necessity to operate motor ve- 
hicles for the transportation of property 
over a regular route between Cleveland, To- 
ledo, and Danbury, Ohio, was dismissed. 
The commission gave three reasons: (1) no 
proper tariffs had been filed by the applicant 
as required by law; (2) the evidence did not 
show public necessity for additional service 
in view of available existing motor truck 
facilities; (3) the evidence did not show that 
existing motor carriers were not rendering 
adequate and convenient service. 


Onto Commission: Re Dayton Power & 
Light Co. (No. 341.) Where a public util- 
ity distributing natural gas applies for an in- 
crease of rates and it appears that such a 
utility has entered into a contract to pay a 
pipe line company a gateway price of 45 
cents per thousand cubic feet and it further 
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appears that said contract was made under 
the supervision of a managing company and 
that all the common stock of the distribut- 
ing company, the pipe line company, and the 
managing company is owned or controlled 
by the same holding company, the burden is 
upon the company asking for an increase in 
rates to show that the gateway price is just 
and reasonable to the distributing company 
and to the consumer. 


PENNSYLVANIA Commission: Lester v. 
Cheltenham & Abington Sewerage Co. (Com- 
plaint Docket No. 7978.) Complaint by a 
patron of a sewerage utility against a threat- 
ened disconnection of service because of a 
certain drainage fixture on his premises was 
dismissed where it was shown that such fix- 
ture made it possible for cellar wash water 
and other objectionable matter, such as ashes 
and sweepings, to enter the sewerage main 
which the utility was required by a con- 
tractual agreement to use only for sanitary 
drainage purposes. 


PENNSYLVANIA Commission: Erie v. Mu- 
tual Telephone Co. (Complaint Docket No. 
8163.) complaint against the defendant 
company’s rates in the city of Erie was dis- 
missed when the commission found that reve- 
nues collected for the last three years have 
not exceeded the just and reasonable amount 
which the company was entitled to earn. In- 
cidentally the commission made significant 
comment on the utility’s treatment of em- 
ployees’ pensions. 


Pennsy.vAnia Commission: Lehigh Val- 
ley Transit Co. v. Quaker City Motor Coach 
Lines, Inc. (Complaint Docket No. 8489.) 
The commission refused to find from the evi- 
dence submitted in the complaint against the 
proposed operations of the Quaker Lines be- 
tween Philadelphia, Easton, Bethlehem, and 
Allentown, Pennsylvania, that such operations 
were in fact intrastate and that the routing 
of portions of such operations through cer- 
tain towns and villages of New Jersey was a 
mere subterfuge to evade state regulation. 
An interstate permit was accordingly granted. 


Wasurincton Commission: Re Anderson. 
(Order M. V. No. 2757, Hearing No. 554.) 
Motor transportation between Port Madison 
and Winslow was authorized coincidental 
with permission for the discontinuance, dur- 
ing the winter months, of the passenger 
steamer service previously furnished by the 
Kitsap County Transportation Company on 
its so-called “Verona” route, in view of the 
financial loss accruing from the steamer serv- 
ice. 
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Wasuincton Commission: Bingen v. 
Spokane, Portland & Seattle Railway Co. 
(No. 6362.) Many years ago White Salmon 
was the dominant community in the area 
where the town of Bingen now stands. The 
latter has — up so. much, however, that 
it wants the name of the railroad station 
changed from White Salmon to Bingen, be- 
cause of the financial loss to its business men 
resulting from the present misnomer, The 
town of White Salmon wants the name to 
stay White Salmon. The railroad company 
does not care which name is used but re- 
fuses to use a joint name, White Salmon- 
Bingen. The department on considering the 
present traffic contribution of the two com- 
munities ordered the name changed to Bingen. 


Wasuincton Commission: Re Port Lud- 
low-Kingston Transportation Co. (Order 
S. B. C. No. 98, S. B. C. Hearing No. 64.) 
A certificate, giving authority for the opera- 
tion of a ferry service between Seattle and 
Port Ludlow across Puget Sound, which had 
previously been issued but subsequently re- 
manded by the state supreme court for a 
specific finding that the territory or district 
to be served was or was not served by an 
existing certificate holder, was reaffirmed by 
the commission. The commission repudiated 
the contention that all ferry service over 
Puget Sound should be divided into two dis- 
tricts—east and west, and held that the pro- 
posed service did not invade the “district” 
served by any existing certificate holder. 


Wisconsin Commission: Re Marshfield 
Water, Light & Power Co. (U-4011.) 
Clarifying a previous order, the commission 
ruled that a rural consumer engaged in the 
single occupation of farming is entitled to 
have his entire consumption metered through 
a single meter regardless of the type of in- 
stallation as long as he does not exceed a 
capacity of 10 kilovolt amperes. The utility 
was not required to rewire all rural installa- 
tions which have at the present time more 
than one meter and it was permitted to ac- 
cumulate the readings for billings on all 
such installations. The utility was ordered, 
however, to render service on all new farm 
customers through a single meter. 


Wyominc Commission: Re Wyoming- 
Montana Pipe Line Co. An application for 
authority to construct and operate a pipe 
line transporting gas in interstate commerce 
was denied when the applicant company 
failed to disclose its plan for financing the 
construction of the proposed pipe line. The 
commission defended its jurisdiction on the 
ground that the proposed operations include 
intrastate as well as interstate commerce. 


Norse.—The cases above referred to will be published in full or abstracted 
in Public Utilities Reports. 
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Supreme Court Makes New Ruling on Affiliated 
Company Charges 


HE celebrated case of Smith v. 

Illinois Bell Telephone Company, 
in which the Federal courts are asked 
to pass upon the reasonableness of tele- 
phone rates fixed for the city of Chica- 
go by the Illinois commission, still per- 
sists in occupying the dockets of the 
Federal court as a result of the decision 
of the United States Supreme Court 
rendered on December Ist, remanding 
the proceeding to the district court for 
further specific findings of fact. 

Two important points in the decision 
deal with the payments by the Illinois 
company to the Western Electric Com- 
pany for supplies and to the American 
Telephone & Telegraph Company under 
its license contract. The lower court 


had concluded that prices paid for sup- 


plies were not exorbitant. It found 
that the average profit of the Western 
Electric Company on its total business 
had not been excessive. Mr. Justice 
Hughes pointed out, however, that it 
cannot be assumed that net earnings on 
the entire business of the supply com- 
pany represent the net earnings from 
the sales to the Bell licensees generally 
or from sales to the Illinois company. 
The court ruled that the question is as 
to the net earnings of the Western 
Electric Company realized in that de- 
partment and the expense to which, if 
at all, such profit figures in the esti- 
mates upon which the charge of con- 
fiscation is predicated. Findings, it was 
held, should be made upon this point. 
The license contract calls for pay- 
ment for the use of instruments and for 
engineering, financial, and advisory 
services. The court said that it had 
no reason to doubt that valuable serv- 
ices were rendered by the American 
company, but that there should be 
specific findings with regard to the cost 


of these services to the American com- 
pany and the reasonable amount which 
should be allocated in this respect to the 
operating expenses of the intrastate 
business of the Illinois company. 

The court also made rulings on a 
number of significant points on regula- 
tory appellate procedure generally that 
are well worth noting since they will 
surely be accepted as precedents in 
future utility appeals in the Federal 
courts. 

In fact Chief Justice Hughes, who 
wrote the opinion of the court, might 
properly have entitled it “how to try a 
rate appeal,” because it so definitely 
outlined the procedure to be followed 
by Federal courts in determining suits 
for injunctions against state commis- 
sion rate orders. The opinion instructs 
the Federa! court concerning what facts 
to ascertain and what facts to ignore. 
The opinion should be of great interest 
not only to all telephone companies, but 
to every utility which is operating in 
any way in connection with an affiliated 
interstate company. 

The opinion dealt at some length 
with the subject of intercorporate rela- 
tions of utilities, and their effect upon 
court procedure. It was decided that 
the Illinois Bell Company was a prop- 
er party to seek an injunction against 
an order of the Illinois commission, 
notwithstanding the fact that 99 per 
cent of its stock was owned by the 
American Telephone & Telegraph Com- 
pany. The court ruled that ownership 
of stock by the latter and its power to 
control the subsidiary did not destroy 
the distinct corporate entity of the sub- 
sidiary or influence in any way its 
standing as the real plaintiff in the case. 

The court also ruled that a state com- 
mission, in fixing the rates of a partic- 
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ular unit of the Bell system, must treat 
it as a segregated enterprise regardless 
of whatever advantages it may in fact 
have by virtue of being a component 
part of alarge system. The court ruled 
that interstate and intrastate property, 
revenues, and expenses must be segre- 
gated. 

In addition to this, the court said 
that it was the Federal district court’s 
duty to find facts as to the value of the 
intrastate and interstate property, rev- 
enues, and expenses during the inter- 
val between the issuance of the com- 
mission’s order and the time of the trial 
in Federal court. This duty was said 
to arise from the fact that a rate order, 
confiscatory when made, might cease to 
be confiscatory at a later date and, vice 
versa, an order, valid when made, may 
become confiscatory subsequently. 

Dealing with the subject of deprecia- 
tion the highest court ruled that the ju- 
risdiction of the Interstate Commerce 
Commission over interstate telephone 
service does not preclude a state com- 
mission from determining a proper an- 
nual allowance for depreciation in con- 


nection with intrastate business while 
fixing intrastate rates. 

In this respect the experience of a 
telephone company which is a unit of 
the Bell system as to the necessary al- 
lowance for depreciation in rate cases, 
together with a careful analysis of the 
result shown under comparable condi- 
tions by other companies which are part 
of the Bell system and enjoy the ad- 
vantage of the continuous and expert 
supervision of a central technical or- 
ganization, was said to constitute a 
sound basis for judgment as to the 
amount which in fairness both to the 
public and the company should be al- 
lowed as an annual charge for depre- 
ciation. 

Regarding the jurisdiction of the 
state commission over interstate tolls, 
the court ruled that a state regulatory 
body had no authority to pass upon the 
fairness of the division of interstate 
tolls between the local subsidiary and 
another interstate telephone company, 
in view of the exclusive jurisdiction of 
the Interstate Commerce Commission 
over such matters. 


e 


Pennsylvania Commission Rules on Utility Pension Fund 


a HERE has been a pronounced trend 
in recent vears towards the main- 
tenance of the destitute aged by other 
than charitable agencies. This trend 
has grown up from the widespread rec- 
ognition that the world owes every man 
a living to the end of his days, pro- 
vided he has really tried to earn it. We 
have come to realize that a man who 
has worked hard, lived honestly, raised 
a family, and in the evening of his 
life finds himself without means and 
unable to compete with youth or ma- 
chinery in keeping the pace of modern 
employments demands, is entitled to 
sustain his last days, not on the bitter 
crumbs of charity but on some syste- 
matic compensation. 

There is a great difference of opin- 
ion, however, as to who should provide 
this compensation--as to what group 
should bear the expense. Old age pen- 


sions legislation now in effect in some 
states, including New York, places this 
burden upon the backs of taxpayers 
generally. 

The Federal Retirement Act makes 
the employees of the Federal Govern- 
ment contribute themselves most of the 
amount necessary to carry on a pension 
system for superannuated employees. 

How should utility companies pro- 
vide for pensions? If the expense is 
paid out of corporate surplus, it is the 
shareholders who bear the burden. If 
the expense is included in annual op- 
erating expenses, it is the ratepayers 
who pay. If the company makes no 
provision at all, the taxpayers in the 
community served will have to pay for 
such aged employees as become public 
charges. 

Decisions of the commissions seem to 
agree that a utility will be allowed to 
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decide for itself whether it wants to 
establish a pension system or not. They 
further agree that once established the 
expense may properly be charged to 
operating expenses. 

But here another difficulty arises. 
Should a utility set up a reserve system 
for pensions or merely pay actual dis- 
bursements out of current operating ex- 
penses as they occur? If the former 
method is adopted, over how long a 
period should the original appropriation 
be amortized, if at all? 

These questions recently arose in a 
complaint by the city of Erie before 
the Pennsylvania commission against 
the rates of the Mutual Telephone Com- 
pany. After reviewing certain items 
in the company’s operating expense ac- 
count, the complainant objected to the 
amortization of an original appropria- 
tion made by the company in establish- 
ing a pension trust fund in February, 
1929. The city contended that this 
original appropriation should have been 
charged against corporate surplus. 
The company wanted to amortize this 


amount over a period of five years. 
The commission stated: 

“The current expenses incurred by rea- 

son of pension fund provisions adopted by 
a utility as well as the method adopted in 
making such provision are matters of dis- 
cretion for the officers of the company, but 
in recognizing the estimated past accrual 
cost, the utility itself should bear the costs 
which it has not formerly recognized and 
provided for. Consequently future opera- 
tion cannot be made to bear the past ac- 
crual costs of a pension system which the 
company now finds imperative and for 
which no provision was made during the 
period covered by the accrual.” 

So it seems that, while the expense 
of a pension fund is chargeable to op- 
erating expenses, a utility can only 
charge against the ratepayers of a par- 
ticular year the expense of pension lia- 
bility accruing during that year. It 
will not be permitted to charge a pres- 
ent generation of ratepayers for pen- 
sions to be paid employees who have 
spent their useful years in serving a 
former generation of ratepayers at a 
time when the company had not pro- 
vided for any pension system. 


e 


Gas Rate Reduction Ordered in Los Angeles 


HAT percentage of return can be 
said to be “reasonable” for pub- 
lic utilities? Time and again the high- 
er courts, both state and Federal, have 
refused to fix any definite percentage 
which earnings must bear with relation 
to the value of property engaged in util- 
ity service in order to be called “rea- 
sonable.” The reasons for this per- 
sistent refusal are too obvious and well 
known for repetition here. The value 
of money fluctuates just as the value 
of property fluctuates and what may be 
a fair dividend today may, by a mere 
explosion in the money markets, be- 
come too high or too low tomorrow. 
Yet, it can be said that rates of re- 
turn fixed by certain courts and com- 
missions for utilities are constant over 
fairly long periods of time. It is gen- 
erally thought, for instance, that the 
average rate of return required by Fed- 


eral courts is approximately 8 per cent. 

A composite rate computed from the 
percentages of return required by Fed- 
eral courts in all utility cases reported 
in Public Utilities Reports from 1925 
to December 1930, averages 7.6 per cent 
return. 

Finally, we had a recent statement by 
Justice Sutherland, of the United States 
Supreme Court, in the Baltimore street 
car fare case, to the effect that com- 
missions may have to allow such utili- 
ties to charge fares yielding from 7} 
to 8 per cent return in order to escape 
Federal restraining orders. Of course 
this was not a court holding. It was 
mere opinion. 

In the states it would appear that the 
average rate of return allowed by the 
commissions during the last five years 
has been somewhat lower. A recent 
decision of the California commission 
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may, if an injunction is sought, place 
the question of a return of less than 7} 
per cent squarely up to the Federal 
courts and we shall see if these courts 
are prepared to follow Justice Suther- 
land’s opinion. 

The California decision was rendered 
by a 4 to 1 vote of the commission in a 
proceeding for the reduction of domes- 
tic and commercial gas rates of the Los 
Angeles Gas & Electric Company. As 
a result of this decision, such rates will 
be reduced 9 per cent, amounting in 
cash to approximately $1,330,000 a 
year. The company was given the op- 
tion of putting into effect trial rates 
with a 7 per cent reduction in connec- 
tion with the establishment of a “tem- 
perature reserve” to guard against vio- 
lent fluctuations in earnings resulting 
from abrupt changes in the weather, 
particularly during the winter season 
when gas is used for heating purposes. 

The commission found that the com- 
pany had earned an average return rate 
of 7.65 per cent on gas, 9.44 per cent 
on electricity, and 8.26 per cent on both 
combined from 1916 to 1929. During 
the last three years, however, with due 
regard to temperature averages, and 
depreciation allowances, the compaiiy 
was said to have earned an average of 
9.5 per cent return on its gas depart- 
ment alone, which the commission said 
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was “higher than heretofore deemed 
reasonable in respect to this or to other 
comparable utilities.” 

The new rates are calculated to pro- 
duce a rate of 6.8 per cent return on 
the historical value and 6.3 per cent 
upon the fair value fixed in accordance 
with the decisions of Federal courts. 
These rates were said to leave the com- 
pany in an earning position “consonant 
with that allowed other comparable 
utilities” which has proven sufficiently 
liberal to attract large amounts of capi- 
tal into the field of utility investment. 

The majority opinion states: 

“If the company is to derive the advan- 
tage due to economic changes which raise 
the value of its property over its actual 
cost, it should at the same time in fair- 
ness ex to suffer any detriment due to 
economic changes which may lessen the 
cost or earning ability of money.” 


A vigorous dissenting opinion was 
rendered by Commissioner Decoto, who 
pointed out that the California com- 
mission has been one of the group of 
state bodies which have “clung ostensi- 
bly and theoretically to the historical 
rate base, but in reality has given effect 
to the different elements mentioned by 
the Federal courts by allow- 
ing a rate of return between 8 and 8} 
per cent on historical cost,” thereby 
contenting the utilities. 


e 


Reduced Car Fares for Christmas Shoppers 


ee who did their Christmas 
shopping in Milwaukee this sea- 
son received a Christmas present from 
the street railway company by way of 
reduced rates. Commencing the last 
week of November, the Milwaukee 
Electric Railway & Light Company is- 
sued a weekly pass selling at 75 cents 
entitling the holder to take any number 
of rides desired except during the rush 
hours. This so-called “shoppers’ pass” 
was not good between the hours of 5 
and 9 a. m. or 4 and 7 p. m. on week 
days, but it was good at other hours. 

The “shopper’s pass” was to be in 
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effect for five weeks and its purpose 
was to give the shopper a chance to 
visit the stores as often as she wants. 
It was also expected to level off the 
jagged peaks and valleys in the railway 
company’s traffic load during the 
Christmas season, by stimulating non- 
rush hour riding and proportionately 
diminishing rush hour crowding. 

This is an interesting experiment, 
and apparently a novel one—for it is 
one of the first times if not the first 
time, that a large city transit company 
has put into effect a special reduced 
rate for off-peak riding. 
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Subsidiary and affiliated 
public utility companies of 


STANDARD 
GAS & ELECTRIC 
COMPANY 


serve 1,588 citiesand 
towns, with combined 
estimated population of 
6,300,000, in twenty 
states. As of December 
31, 1929, customers of all 
classes were 1,592,188, 
and total installed elec- 
tric generating capacity 
was 1,390,214 kilowatts. 


THE SYSTEM INCLUDES: 


The California Oregon Power Company 
Duquesne Light Company (Pittsburgh) 
Equitable Gas Company (Pittsburgh) 
Kentucky West Virginia Gas Company 
Louisville Gas and Electric Company 
Market Street Railway Co. (San Francisco) 
Mountain States Power Company 
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Oklahoma Gas and Electric Company 
Philadelphia Company 

Pittsburgh Railways Company 

San Diego Cons. Gas and Electric Co. 
Southern Colorado Power Company 
Wisconsin Public Service Corporation 
Wisconsin Valley Electric Company 


Deep Rock Oil Corporation 


BYLLESBY ENGINEERING AND 
MANAGEMENT CORPORATION 


ENGINEERS—MANAGERS 


231 South La Salle Street, Chicago, illinois 
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Pages with the Editors 





Two years ago—when Pustiic UTILITIES 
ForTNIGHTLY was established under its pres- 
ent title and in its present format—the edi- 
tors unanimously decided that the magazine 
should be conducted as an open forum for 
the discussion of both sides of controversial 
questions within the field of public utility 
regulation. 

* * 

Tus decision was based upon the beliei— 
which the past two years has proven emi- 
nently sound—that only by frank and honest 
revelation of facts and by the frank and 
honest expression of opinions based upon 
facts can the truth be attained and policies 
adopted that will stand the test of usage. 

* * 

THE decision of the editors to feature ar- 
ticles on both sides of controversial topics 
in itself aroused controversy. 

* * 


“It can’t be done,” the sceptics assured 


the editors. 
x * 


“THE state commissioners won’t support 
a periodical that criticizes state regulation,” 
warned some. “The public utilities won't 
support a magazine that features articles 


COMMISSIONER H. LESTER HOOKER 


“_A new campaign against the present 
system of regulation has begun.” 


(See Pace 771) 


opposed to their interests,” warned others. 
“The government ownership advocates and 
other liberals will brand you as a mere 
propaganda medium if you publish arguments 
opposed to their views, and they will sup- 
press you” voiced others. 
* * 
But the experience of the past two years 
has proven these critics wrong. 
* * 


Durinc this two-year period the circula- 
tion of this magazine has increased slightly 
more than 300 per cent—a remarkable ad- 
vance that has justified the designation of 
“the world’s fastest-growing fortnightly.” 

+ * 


Durinc this period Pusrtic Uriiries 
ForTNIGHTLY has featured expressions of 
opinions that run the gamut between the most 
conservative to the most radical; opinions 
on such live and timely topics, and from such 
authoritative sources, that they have been 
quoted and commented upon in the daily and 
periodical press throughout the country. 

* . 


Anp all groups have expressed approval 
of this editorial policy not only in written 
endorsements, but in the substantial form of 
subscriptions. 

* 

One of the latest, and certainly the most 
“official endorsement” and consequently one 
of the most gratifying, comes from the Na- 
tional Association of Railroad and Utility 
Commissioners. 

+ * 

“Ir is doubtful whether any other maga- 
zine in an equally limited field has ever sur- 
passed in the first two years of its existence 
the record of Pustic Urtirties Forr- 
NIGHTLY,” reported the Committee on Pub- 
lication of Commissioners’ Decisions of the 
Association at last month’s annual conven- 
tion in Charleston, S. C. 

* + 


THE report continued: 
+ + 

“THE policy of conducting the Fort- 
NIGHTLY as an open forum for the discus- 
sion of both sides of controversial questions 
within the field of regulation has been sub- 
jected to a practical test extending over 4 
period of nearly two years, during which 
time 44 issues of the magazine have been 
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VIII PAGES WITH THE EDITORS (continued) 


published. During this period articles have 
been featured from men of diametrically 
opposed views, and all shades of both con- 
servative and liberal opinion have been set 
forth. Your committee believes that this 
policy has been essentially informative and 
definitely helpful, and that it has justified the 
universal endorsement which the magazine 
has received from all groups. Therefore 
your Committee has advised the publishers 
to welcome joint debates, as principles can- 
not be altered nor sound policies affected by 
free and frank discussion.” 

+ * 

Tuat this report was accepted without a 
single dissenting voice may be regarded by 
the editors as evidence of the fair-mindedness 
of the state commissioners in their efforts 
to shed the light of truth upon the perplex- 
ing and involved regulatory problems that 
confront them—even though various toes are 
stepped on in the process, including their 
own, 

« > 

Saint THomas, somewhere in his treatise 

on government, observed: 
o « 

“WHEN one faces the necessity of choos- 
ing between two situations each of which 
threatens to be dangerous, it is absolutely 
essential to select one which will result in 
less evil.” 

« + 

SucH a situation is facing Uncle Sam 
right now in his grave task of regulating 
the railroads—an essential and therefore a 
tremendously important industry that is fac- 
ing an economic crisis for which a remedy 
must be found. 

+ > 

SHoutp the regulatory pressure on the 
railroads be relaxed and the burdens of 
taxation lightened, in order that they may 
be less hampered in their efforts to meet 
the rapidly-growing competition offered by 
the motor vehicle, the airplane, the water 
carrier and the pipe-line carrier? 

* + 

Or should the regulatory pressure be in- 
creased upon these lusty competitors of the 
railroads, so that the struggle may be better 
equalized ? 

* . 

Or both? 

* * 

THE real rulers of the rails are not the 
railroad presidents at all—according to 
Hersert Corey in his peculiarly significant 
article on pages 784 to 793 of this number; 
they are the government agencies which 
regulate them. 


THE most important and the most re- 
sponsible of these regulatory agencies is the 
Interstate Commerce Commission; conse- 
quently the opinions of one of its members, 
even though it be expressed informally and 
(for the present) anonymously, may be re- 
garded as at least indicative of current 
trends. 

© * 

Wuat Federal regulation has accom- 
plished in the case of the railroads, as illus- 
trated both by the condition in which the 
carriers find themselves today as well as by 
the situation that looms in their path, raises 
a question of exceedingly vital and timely 
concern to other public utility interests— 
particularly and specifically at this juncture 
in the country’s economic development when 
there is a definite movement afoot to extend 
Federal control in a manner that threatens 
to conflict with the authority of the state 
regulatory commissions. 

7 . 

“FEDERAL and state regulation just don’t 
mix,” observed a state commissioner to the 
editors; “In the end, the big fish swallows 
the little fish.” 


* + 
How these adjustments between the Fed- 
eral and state regulatory commissions are to 
be brought about constitutes a highly con- 
troversial as well as a complicated nut that 
must sooner or later be cracked. 
* * 


PRACTICALLY this entire number of Pus ic 
Urtimitres FortniGHtty is devoted to this 
problem—principally to the views of the 
state commissioners, as they expressed them 
at their recent gathering in Charleston. 

* * 


THE contributors to this issue of Pusiic 
Urimitres Fortnicutry are all old friends 
whose articles appear frequently in these 
columns; the only new-comer is ComMIs- 
SIONER H. Lester HooKer. 

+ - 


CoMMISSIONER Hooker was born in Vir- 
ginia; graduated from a Virginia college 
(Mary and William), and from a Virginia 
law school (Washington and Lee); prac- 
ticed law in Virginia, and is now a member 
of the State Corporation Commission of Vir- 
ginia—of which he was Chairman from 1928 
to 1929. One may assume that he is a Vir- 
ginian. 

* + 

THE next number will be the first of the 
new volume; it will be published January 8, 
1931. 

* + 

Happy New Year! 

—Tue Eprrors. 
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For the first eight months of 1930 


CITIES SERVICE COMPANY’S 
Net to Common Stock and Reserves was 


$30,063,152 


—nearly half a million dollars greater 


than for the entire year of 1929 





CITIES SERVICE COMPANY 


Net to Common Stock and Reserves 
- $11,496,900 


1930 (fret 8 months) 30,063,152 





By investing in Cities Service 
Common stock you share in the 
record-breaking and growing 
earnings of the Cities Service 
organization. 


This is an excellent time to acquire 
Cities Service Common stock. For 
further information fill in and 
mail the coupon below, or consult 
your investment dealer or banker. 








HENRY L. DOHERTY & COMPANY 


60 Wall Street © New York City 
Branches in principal cities 





HENRY L. DOHERTY & COMPANY, 
60 Wall Street, New York City 


Send copy of booklet describing the Cities Service organization 
and the i ies of its riti 


P 
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Does 


MORE LOAD MEAN VALLEY INACCURACY? 





measure. the: 
qe alley fal now ane 
range of the bigger meter? Modern 
meters will register accurately both the 
valley and the peaks over a wide range. 








THE SANGAMO HC 
is the more-load-per-consumer meter. 
The H C is the correct meter when loads 
ore increasing ... when peaks are fre- 
quent... when power-factor is low. 
While loads are building, the HC will 
measure the peaks and thus, without loss 
of revenue, bridge the gap to the final 
load which will require a larger meter. 


Sangamo Type HC Meter is for modern load building. It has a straight-line accuracy 
from the lightest up to 300 per cent. load and is temperature compensated from 20 
te 120 deg. F. at all power-factors. It is not appreciably affected by variations in 


voltage or frequency. Bulletin 79 tells all about the HC Meter. Write for it. 


SANGAMO 


ELECTRIC COMPANY 
SPRINGFIELD, ILLINOIS 
v 
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POWER TRANSFORMERS 


—features 
of design 


Tanks and radiators fabricated in our 
own plant. Direct current arc welding 













Process used. 

Cores of the finest quality silicen steel, 
the result of years of research, having 
low core loss characteristics. 

Patented balanced double magnetic cir- 
cuit, assuring even flux distribution. 
Coil design incorporates vertical oil 
ducts, giving uniform heat dissipation 
and eliminating possibility of hot spots. 
Cable paper insulated windings. Pos- 
sessing high dielectric strength. Entire 
unit shipped filled with oil and ready 
- for service. Write our nearest office 
10,000 kva., 66,000/22,000 volt for detailed information. 


LLIS-CHALMERS MANUFACTURING(O. 


MILWAUKEE, WIS. U.S.A. 








Magnet Wire 
of 


Quality 
ASSACHUSETTS 
AGNET WIRE 


All Sizes 





MASSACHUSETTS ELECTRIC MANUFACTURING Co. 


West Lynn Massachusetts 
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PROFESSIONAL DIRECTORY 











DAY & ZIMMERMANN 


INCORPORATED 
ENGINEERS 
3 
Examinations 
Reports 
Valuations 
Public Utility 
Management 
2 


NEw yorK PHILADELPHIA CHICAGO 
Foreign Office, Paris, France 














E. L. PHILLIPS & Co. 


ENGINEERS 


FINANCE, DESIGN, CONSTRUCTION 
MANAGEMENT 


OF 






PUBLIC UTILITIES 


50 CHURCH ST. NEW YORK 














weston 
P. U. R. Question Sheet Plan 


AN EDUCATIONAL OPPORTU- 
NITY for public utility men. A fort- 
nightly quiz of ten questions and an- 
swers on practical financial and operating 
questions discussed and decided by the 
State Commissions in their investigations 


of public utility companies. 


$25.00 a year for the Public Utilities Fort- 
nightly with Question Sheets and answers. 


$10.00 a year for Question Sheets and an- 
swers alone. (This subscription is for those 
who have access to the Public Utilities Fort- 
nightly.) 
° 


For further information address 


PUBLIC UTILITIES REPORTS, Inc. 


1038 Munsey Blidg., Washington, D. C. 





INAS! 














STATEMENT OF OWNERSHIP 


Statement of ownership, management, circulation, etc., of Public Utilities Fortnightly, published 
2. 


bi-weekly at Rochester, 


. Y., required by the Act of Congress of August 24, 191 


Postoffice Address 
Rochester, N. Y. 





Name 
Publisher, Public Utilities Reports, Inc.__ 
Editor, Henry C. Spurr 


Managing Editor and Editorial Director, Kendall Banning ——— 


Business Manager, A. ERS 


Rochester, N. Y. 
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Washington, D. C. 








Owners: (Names and "addresses of individual owners, or if a corporation, its name and names and 
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Babcock & Wilcox 
Welded Boiler Drums 


For New Scout Cruisers 


First approval of Welded Boiler Drums 
given by Bureau of Engineering, U. S. 


Fusion Welding is 
the title of a booklet 
issued byThe Babcock 
& Wilcox Company 
describing this new 
technique. Copies 
will be furnished 
upon request. 


Navy, with order for twenty -four boilers 


After several years of independent research work, The Babcock 
& Wilcox Company has developed a new fusion welding tech- 
nique which consistently produces welds equal to or better than 
the plate metal in tensile strength, shock resistance, ductility, and 
ability to withstand repeated stresses. 

The nature of this process assures sound welds, but as an addi- 
tional guaranty the company proves the soundness of welded 
seams in finished products through the use of X-Ray examinations 
and other non-destructive tests. 

The Bureau of Engineering, United States Navy, has approved 
the use of this technique in fabricating the drums of twenty-four 
boilers now being constructed by The Babcock & Wilcox Com- 
pany for the new scout cruisers, Minneapolis, New Orleans, and 
Astoria. This is the first time the Bureau has approved fusion 
welded drums in boiler construction. In fact it is the first authori- 
tative approval of fusion welded high pressure boiler drums in 


the United States. 


The Babcock & Wilcox Company . . . 85 Liberty Street . . . New York 


THE 


COMPANY 
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RPM 


Robertson Protected Metal (RPM) 
is a steel roofing and siding sheet 
made proof against rust and corro- 
sion by three impervious protective 
coatings: (1) a layer of asphalt; (2) 
a layer of asbestos felt; (3) a thick 
waterproof coven. The ideal cover- “Variable Load Brakes” 

ing material for many types of util- . P ‘ 2 : 

give uniform braking with v load. 
ities buildings. Modern Brakes for cebiete ee. 


[sriees to Ses mcetons Westinghouse Traction Brake Co. 
H. H. ROBERTSON CO. Waaerding, Po. 
GRANT BUILDING 
Pittsburgh, Penna. 
Pian secanall NAUGLE POLES 
Western and Northern Cedar 
Butt-treated or Plain 
NAUGLE POLE & TIE CO. 
59 East Madison Street Chicago, ill. 














ASBESTOS Manufacturers of 


CLAMSHELL BUCKETS 
STANDARD BUILDINGS 
HEAVY <a STEEL FORMS POR CONCRETING 
WATERPROOFING STEAM PURIFIERS 
ENVELOPE EL GRATIN 
BL AW-ENOX COMPANY 
Parmer’s Bank Bidg. Pittsburgh, Pa. 























Power Plant Piping 


turers and Contractors 


Pittsburgh Piping & Equipment Co. 


Pittsburgh, Pa. 
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Earll Catchers and Retrievers 





ETRIEVERS and Catchers which re- 

tain their efficiency and operate as 
effectively when ten or fifteen years old as 
when new are the ones you want. EARLL 
Catchers and Retrievers do this and they 
are easiest to operate and maintain. Ask 
the users—there are many of them. 


C I. EARLL, YORK, PA. 
CANADIAN AGENTS 
Railway & Power Engineering Corp., Ltd., Toronto, Ont. 


IN ALL OTHER FOREIGN COUNTRIES 
International General Electric Co., Schenectady, New York 











Cast Iron Pipe and 
Fittings for all purposes 


High and low 
Pressure Pipe 
for Gas 


Service 








WRITE FOR OUR SPECIFICA- 
TIONS OF DELAVAUD CEN.- 
TRIFUGAL OR PIPE CAST 
VERTICALLY IN DRY SAND 
MOULDS 


United States Pipe 
and Foundry Co., Burlington, New Jersey 
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GUIDING PRINCIPLES 


of 


PUBLIC SERVICE 
REGULATION 


In Three Volumes 
BY 


HENRY C. SPURR 


THE ONLY AUTHORITATIVE 
WORK OF ITS KIND 


2,790 pages crammed with the accumulated 
knowledge of many years 


$25.00 


A concise, yet exhaustive review of the 
Principles and Practices that have become 
established in the operation of Public Utilities 
under the present system of Governmental 
Regulation, with full references to the au- 
thorities. 

Compiled for the use of All Persons inter- 
ested in the problems of Pubiic Regulation. 


Order your copy now! 
Public Utilities Reports, Inc. 
MUNSEY BUILDING 
Washington, D. C. 





Size 9144” x64” 
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HEN a Fruehauf representative analyzes your haul- 

age problem, he is able to figure strictly from your 

standpoint—to view the matter in your own way. 
He is not hampered by power unit limitations. His chief 
consideration is to give you lowest ton-mile cost and he has 
such flexibility in the capacity of the many Fruehauf models 
that he can meet your requirements perfectly. An analysis 
of your situation and a practical, common-sense recom- 
mendation will not obligate you in the least—but it will 
point the way to greater earnings for you. May we work 
with you soon? 


Oldest and Largest Manufacturers of Trailers 


FRUEHAUF TRAILER COMPANY 


10950 Harper Avenue Detroit, Mich. 


Fruehauf Trailer Company of Canada, Ltd., Toronto, Ont., Canada 


Branches and Distributors in All Principal Cities 


This Fruehauf Automati 
Semi-Trailer and 4-Wheel 
Trailer carry 20 tons of get 
eral freight—powered by * 
General Motors _tractor-truck 
and equipped with Westing 
house Air Brakes. 





\ utomati( 
4-Wheel 
of get 

id by # 

tor-tr 

W esting: 


a than the growing 
ability to meet the changes that the 
years bring — Better than the priv- 
ilege of passing the triumphs and 
disasters into the record and forget- 
ting — Better than the realization of 
a strengthened courage to meet each 
new future—Better and more warm- 
ing is the mellowing of long associa- 
tions into old friendships and the 
feeling which flows when you and I 
pause to wish each other 


BARRON G. COLLIER, Inc. 
CANDLER BUILDING, NEW YORK 
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